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THE ENERGY POLICY ACT AMENDMENTS OF 

1997 



tuesday. july 21, 1998 

House of Representatives, 
Committee on Commerce, 
subcommttteb on energy and power, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 10:10 a.m., in room 
2322, Raybum House Office Building, Hon. Dan Schaefer (chair- 
man) presiding. 

Members present: Representatives Schaefer, Largent, Rogan, 
Shimkus, Hall, McCarthy, and Wynn. 

StafT present: Joseph Kelliher, majority counsel; Donn Salvosa, 
legislative clerk; and Howard Bauleke, minority counsel. 

Mr. Schaefer. The Energy and Power Subcommittee wiU come 
to order, and this morning we are going to be talking about H.R. 
2568, the Energy Policy Act Amendments of 1997. 

Now, this is legislation introduced by our colleague. Representa- 
tive Shimkus of Illinois, and it would amend the Enei]^ Policy Act 
of 1992 and the Energy Conservation and Policy Act oil974 to des- 
ignate biodiesel fuel as an alternative fuel and encourage the use 
of biodiesel as a motor fuel. The purpose of the Shimkus bill is to 
improve the energy security of the United States by reducing our 
rehance on imported oil. 

Petroleum imports are used predominantly as a transportation 
fuel. The Energy Policy Act recognized that there was an ui^ent 
need to reduce our country's dependence on imported oil for motor 
fuels and promote the development of alternative fuels as a means 
of reducing petroleum. 

The hearing really comes at an important time. Studies prepared 
by DOE indicate that the United States is making veir poor 
progress toward meeting the replacement fuel goals in the Energy 
Policy Act. The act estaElished a goal of replacing 10 percent of pe- 
troleum motor fuels in the year 2000 and replacing 30 percent of 
petroleum fuels in the year 2010. Unfortunately, it appears we will 
fall very well short of these goals. 

In 1996, the U.S. replawd only 3.1 percent of its petroleum 
motor fuels. Importantly, most of the replacement, which was ap- 
proximately 2.9 percent, occurred as a result of fuel changes re- 
quired by the Clean Air Act. Only 0.2 percent of our petroleum con- 
sumption was replaced actually by alternative fuels. In short, the 
Clean Air Act may have done more to improve energy security than 
the alternative fuel programs established by the Energy Policy Act. 
(1) 
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Since it appears clear we are not going to meet the replacement 
fiiel targets in the Energy Policy Act, we must first ask whether 
or not those goals are still important, and I hope my coUeaguea and 
the witnesses will address that question today. If tne goals are not 
important, DOE has authority under the Energy Policy Act to 
lower the tat«et or roll back the dates- I believe the replacement 
fuel goals in the Energy Policy Act are important and shouldn't be 
^andoned, and I strongly believe that we should continue to strive 
to improve our energy security. That belief led me to oppose efforts 
to sell our oil reserves in the Strategic Petroleum Reserve, and the 
belief drives me to ask why are we tailing short of the replacement 
fiiel goals in the act. In my view, DOE's failure to meet these goals 
either reflects defects the Energy Policy Act, or is an administra- 
tive failure on the part of the agency. 

Last year DOE recommended that DOE and interested commit- 
tees of Congress begin discussions on how possible additional pro- 
grams and the authorities would contribute to reaching or more 
meaningfully approaching the EPAct goals. That is w^ we are 
here today. It may be necessary to amend the Energy Policy Act 
to improve the ability of DOE to achieve the replacement fuel goals 
of the act. I have not made up my mind on this question, but it 
seems to me that there need to oe some changes. 

DOE acknowledges that reliance on fleet purchase requirements 
in the Energy Policy Act alone is unlikely to work. According to an 
analysis prepared by DOE last year, alternative fuel vehicle sales 
would have to grow to between 36 and 40 percent of the total light- 
duty vehicle sales by next year and stay at that level for the U.S. 
to meet the replacement fuel goals in the Energy Policy Act. That 
is not going to nappen. For that reason, DOE needs to develop new 
approaches to replace petroleum motor fuels. 

It may be necessary to develop a strategy that has many compo- 
nents, each of which will take a small step forward; and our col- 
league, John Shimkus, has brought forth Ein important piece of leg- 
islation that could well be one component in such a strategy. The 
Shimkus bill recognizes the importance of the replacement fuel 
goals in the Energy Polity Act and takes a critical step toward im- 
proving our ener^ security, and in general this bill would include 
biodiesel fuel in me definition of alternative fuels and promote an 
actual use of biodiesel fuel. And although DOE supports develop- 
ment of biodiesel fuel, the agency expresses concern about H.R. 
2568. 

DOE recommends the issue be dealt with through a rulemaking 
in response to a September 1996 petition filed hy the National Bio- 
diesel Board. In its testimony DOE acknowledges its response to 
the petition has taken quite some long time, and that much is irref- 
utable. I can't understfuid that. DOE promised to issue a proposed 
rule last spring when the Senate demonstrated interest in moving 
the companion to the Shimkus bill. The proposed rule was prom- 
ised by May 1998, but that date came and went without a rule 
being issuea, and it seems that the Senate has lost patience with 
DOE. 

Last week the Senate approved a rider to the agricultural appro- 
priation bill, attaching a companion to the Shimkus bill. The House 
is a more patient body, I might say, than the Senate; however, that 
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patience is not without its limits, and I urge DOE to issue its pro- 
posed rule as soon as possible so that the subcommittee can weigh 
Its proposal against the Shimkus bill and make a decision on how 
to proceed. 

And I am looking forward to hearing the testimony of the wit- 
nesses today. I have another meeting going, and I am going to 
allow Mr. Shimkus to take the chair, but I would, first of all, turn 
to my good friend &om Texas, Mr. Hall. 

Mr. Hall. Mr. Chairman, I thank you. Inasmuch as you have 
covered it veir well, I won't need to be detailed. But I do want to 
thank John Shimkus and Karen McCarthy for their ^ood work on 
this and their hard work on this and their cooperative thrust on 
this, because it is very important, it is very important to me as a 
Member from a State that is one of the 10 energy States, and it 
is important to me as an effort to cause the rest of the country to 
look on ener^ as a national asset. 

And that is one of the problems that we have in that railroads — 
I am not a big fan of railroads, although we have to have them dur- 
ing an emergency, to travel. Particularly during war times we trav- 
el oy rail in this country basically, and Amtrak goes from here to 
New York about 35 times a day and from here to Philadelphia 38 
times a day, and tiie damn thmg doesnt even whistle in my dis- 
trict. It stops in Longview for, I tmnk, about 30 minutes. 

But I vote for raurQads because railroads are a national asset, 
and that, I think, is our effort, and I think this is a good step in 
that direction. 

Of course, as the chairman says, this amends alternative fUel 
fleet provisions of the 1992 Eneray Policy Act to work toward a bio- 
diesel fuel blend. And we go back to the 1992 act, know that it au- 
thorized, I think, several — ^more than several programs to reduce 
consumption of petroleum motor fuel by promoting the use of re- 
placement fuels and alternative fuels. Even Synfuels Corporation, 
it seemed like — I think you told me Jimmy Carter set that up in 
the late 1970'b, and that is one of the tew good things that I 
thought Jimmy Carter did. And then the Congress, in its lack of 
wisdom, killed the Synfuels program, what, about 6 or 8 years ago? 

I think it was a good program. It would have been a great aid 
to men and women of agriculture, and it would have been an effort 
toward relieving the energy crun<^ that we can get into almost any 
time. 

I think last week the Senate added language to their companion 
version of H.R. 2568 to the ag appropriations bill. That — and I 
think in view, Mr. Chairman, of their attempt to authorize on an 
appropriations bill, I hope our committee will be appointed as con- 
ferees on that. I hope we have — certainly these two authors will be 
conferees on it and others of us who Imow how to represent this 
district ought to be conferees on it on the relevant section of that 
upcoming appropriations conference. 

I think the Senate's action makes our hearing today probably 
even more timely, and I look forward to the testimony of the pand 
today, because I have a little problem technically with the thrust, 
but overall lack the thrust of more use of the blend that they put 
together here, and I am anxious to hear from people that obviously 
know more than we do about it. And I thank you for your time. 
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Mr. ScHAEFER. The Chair thanks the gentleman very much, and 
I know he is very knowledgeable in this whole area of alternative 
fuels and some ways that we can change the way — ^what we are 
doing. And he is a nice-looking guy, he said too. 

Mr. Hall. I use everything Tve got. 

Mr. SCHAEPBR. I would now call on Mr. Shimkus f(»- an opening 
statement and ask him to take the chair, because I do have an- 
other meeting going, real quickly; and I will let him handle the 
next point. 

Proceed, chairman. 

Mr. Shimkus [presiding]. Good morning to the panel of witnesses 
and particularly to a constituent of mine and the current president 
of the American Soybean Associalion, Mr. Gay. I am very happy to 
have the opportuni^ to discuss the Energy Policy Act Amendments 
of 1997, H7R. 2568, which was introducea by Representative Karen 
McCarthy, to my far left, and me last September — ^not politically. 
Since then we have worked hard to line up cosponsors on this biU. 
As of today, the cosponsor list includes 74 Members of this House 
and, of those Members, 12 are from this very committee. 

The companion bill in the Senate, Senate 1141, was introduced 
by Senators Tim Johnson and Larry Craig and has 19 bipartisan 
cosponsors. The Senate Energy and Natural Resources Committee 
has already had a hearing on this legislation on May 21 of this 
year. Additionally, this legislation was added unanimou^ to the 
Sraiate Ag Appropriations Act as an amendment last Thursday, 
Juif 16. 

Representative McCarthy and I introduced legislation last year 
for several reasons. First, this bill will help reduce our national de- 
pendence on foreign oil, which was a goal of this statute when writ- 
ten. Currently, the program focuses iteavily on dedicated vehicles 
which, while noble, is not economically practical or successful. In 
fact, in the department's own testimony we will hear that EPACT 
has only been able to displace 0.26 percent of the petroleum used 
today. The additional 0.29 percent displacement was due directly 
to mandates of the Clean Air Act. With the 10 percent displace- 
ment goal by 2000 growing closer every day, I think Congress must 
ask if the current policies and goals are attainable. I believe that 
Congress and the department need to engage this issue and work 
together to protect our economy from another oil crisis in the Mid- 
dle East. 

H.R. 2568 will help clean our environment, which the Depar^ 
ment of Eneigy's own study concludes. In fact, the National Renew- 
able Energy Laboratory maintains that using btodiesel will reduce 
emiasions of hydrocarbons, particulates, carbon monoxide and sul- 
fur dioxide. If there is no objection from the committee, I would like 
to submit this study for the record. 

[The study entitled. An Overview of Biodiesel and Petroleum Die- 
sel Life Cycles, A Joint Study Sponsored by: U.S. Department of 
Agriculture and U.S. Department of Energy, is retained in sub- 
committee files.] 

Mr. Shimkus. While I am on the subject of the environment, I 
want to take a brief moment to mention that biodiesel is a perfect 
fuel for marine environments as well. In fact, since biodiesel is 
nontoxic, biodegradable and sulfur-free, our intercoastal waterways 
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which — ^my district lies along the Illinois River and the Mississippi 
River — harbors and open seas will be safer should fuel spills occur. 

Also in my district there are five ferty systems that transport 
constituents across to the peninsula of C2ilhoun County. Three of 
those five are run by the Illinois Department of Transportation, so 
they would fall under this act. To promote use of biodiesel in a sen- 
sitive marine environment, H.R. 2668 would allow boats that use 
biodiesel blends to count toward the mandated purchase require- 
ments. 

H.R. 2668 also helped develop and increase markets for the farm- 
ers of this Nation, which coincidentally keeps a promise Congress 
made to the ^ricultural community when it passed the Freedom 
to Farm Act. By allowing fleets to use this domestically produced, 
renewtOale fuel in their fleets, we will increase demand and, there- 
fore, the prices of soybean, canola, rape seed and beef tallow. 

I also believe this legislation in our hearing today is quite timely, 
as f^irmers nationwide are experiencing dramatic income losses due 
to the financial crisis in the Far East and also the weather in my 
part of the Nation. This legislation would also help fleet managers 
comply with the mandates of EPACT by providing flexibility to the 
law. Currently, fleet managers cannot use biodiesel blends in order 
to comply with EPACT and are forced to invest precious dollars in 
completely new infrastructure and personnel. In fact, we will hear 
today in testimony that biodiesel is a much more economical tech- 
nology Uian those currently being used. 

This legislation would increase competition in the alternative 
fuels market which, over the long term, will drive down prices to 
levels where mfunstream consumers will use alternative fuels. I be- 
lieve we need more competition in the alternative fuels market, not 
less; and neither the Congress nor the department should be in- 
volved in protecting dominant alternative fuels from competitors 
such as biodiesel. 

Finally, I would like to tell you what is not in this legislation. 
There is no tax break for biodiesel. There is no Federal mandate 
that this fuel must be used, and there is no authorization for new 
spending. Plain and simple, this legislation only provides the bio- 
diesel industry the oppoitunity to compete in fleet markets, a mar- 
ket which they have been frozen out of^for 3 long years. 

With that, I would like to yield back my time. I want to welcome 
again the committee and then turn to the — ^my cosponsor, the gen- 
tiewoman from the great State of Missouri, across the border nom 
Illinois, Ms. McCfulhy. 

Ms. McCarthy. Thank you very much, Mr. Chairman, and thank 
you for getting us this hearing today — I know with all the compet- 
ing demands tor attention that this subcommittee has, this was no 
small feat — and also for the informative overview that you gave 
with regard to this bill with your opening remarks. 

I appreciated, too, those remarks by Mr. Schaefer and Mr. Hall. 
And, Mr. Hall, while there is an Amtrak train in Missouri and I 
helped to achieve that as a State legislator and support it whole- 
heartedly, my district is an urban area. Our agriculture is basically 
flower pots and window boxes, but I support this effort because I 
know how important it is to my community of Kansas City and its 
suburbs. We are trying very hard to achieve the EPA 2.6 particu- 
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late matter standards as well as to carry out the Ener^ Policy Act 
of 1992. And in my prior life as a State legislator in the Missouri 
house, who worked on environmental issues, I worked with my 
State department to ^ to implement the Energy Policy Act; and 
as a result, Missouri, while it has, like many other States, not 
achieved the goals set out in the act, we are working hard to con- 
vert our fleet and also to make it possible through natural gas, pro- 
pane and solar to achieve the goals. 

I think that this bill will help in that regard, and that is why 
I am a champion of it and proud to be a cos^nsor with you. It is 
truly a bi-State and a bipartisan effort combining both urban and 
rural concerns, and I am particularly glad with the panel that we 
have here today, Mr. Chairman, because it is quite a distinguished 
panel. 

I am looking forward very much to the remarks by Mr. Robert 
Sellers, who is the maintenance supervisor of my Kansas City Area 
Transit Authority, which serves the Fifth District in Missouri; and 
as a Representative of that district, I am reallv proud that the 
Kansas City Area Transportation Authority is aoing a pilot pro- 
gram, a 10-month test demonstration, using beef-tallow-based oio- 
diesel fuel in several diesel-powered transit coaches. I took part in 
that launch, observed firsthand the improvement of the burned fuel 
and know that it is important to our communis as we seek to meet 
those EPA guidelines. We are using beef tallow as a by-product of 
the beef packing industry which is a leading enterprise in our re- 
gion, although no longer one of the mainstream enterprises in Kan- 
sas Ci^. 

But I look very much forward to youi remarks today, Mr. Sellers, 
about this vei7 successful demonstration project. 

The B20 biodiesel reall;^, as everyone has mentioned, reduced 
emissions from motor vehicles, and while the testing that is re- 
ported in March 1998 b^ the United States EPA Protection Agency 
shows that the use of^ biodiesel fuel reduces particulate matter 
emissions by 30 percent and hydrocarbon emissions by 95 percent 
and carbon monoxide emissions by 60 percent when compared with 
normal diesel, I think that the real key to this — and it is clear &om 
the study — ^ts, it addresses the overall ozone smog-forming potential 
of exhaust emissions at one-half that of conventional diesel fuel. 

We are talking about environmental issues, we are talking about 
economic issues, and we are talking about a way to implement a 
national law that is affordable and achievable with the technology 
that we have tod^. I am convinced that had this technology been 
on the table in 1992 when that law was enacted, it sincerely would 
have been a part of the listing of those fuels which could be consid- 
ered; and while I very much support the law and all of the efforts 
that have been made to date with regard to implementing it, I 
know it hasnt been easy, because I worked on the State level on 
this issue. I think that we now, given the information that we have 
and knowing that we will not achieve the goals in the time allotted, 
must consider other alternatives to get there, alternatives that will 
help perhaps with the timetable. 

Perhaps we need to address some revisions to this legislation to 
make it compatible with existing law, but I want to announce that 
to the panel and all of us who are working on this, Mr. Chairman, 
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that I view this legislation as key. I am willing to work on it to 
make sure that it is conducive to the effort that is ongoing as a 
part of the department's guidelines, and I look forward to the pan- 
el's wisdom. I look forward to questioning them to pursue solutions 
in a bipartisan manner, because I do know that communities like 
mine must achieve those new standards. It is for the health and 
safety of the community and this Nation that we work together, 
Mr. Chairman, to acliieve those goals. 

Mr. Shimkus. I th£ink the genUewoman &om Missouri. 

And I now turn to the gentleman from Oklahoma, Mr. Largent. 
Do you have an opening statement? 

Okay. Then we will turn to our panelists, and first, we have Mr. 
Thomas Gross, Deputy Assistant Secretaiy for Transportation 
Technologies, U.S. Department of Enei^. As always, your full 
statemente will be accepted, and we are looking for a 6-minute 
brief synopsis; and then, once we get to the question-and-answer 
period, as I think standard for the Commerce Committee as a 
whole, a real open dialog and exchange. So when questions are an- 
swered, should someone else want to respond, you know just keep 
respectful, and tiien we can really have a clear airing. 

^, Mr. Gross, please begin. 

STATEMENT OF HON. THOMAS J. GROSS, DEPUTY ASSISTANT 
SECBEIART FOR TRANSPORTATION TECHNOLOGIES, VJB. 
DEPARTMENT OF ENERGY 

Mr. Gross. Good morning, Mr. Chairman, members of the sub- 
conunittee. I am pleased to represent the Department of Enei^ 
today and to present our views on alternative transportation fii^, 
which are vital to reducing our growing dependence on imports, im- 

E roving environmental quality and decreasing emissions of green- 
ouse gases. 

I will certainly discuss our position briefly on H.R 2568, the En- 
ergy Policy Act Amendmente of 1997. Thank you for entering my 
written stetement in the record; I will try to briefly summarize 
that. 

The U.S. transportation sector does remain 97 percent dependent 
on petroleum fUels and accounts for two-thirds of our oil demand. 
Vehicles and miles driven continue to increase. The emissions from 
transportation vehicles are, as has been pointed out, a miyor con- 
tributor to poor air quality. To effectively address these challenges, 
a revolution in transportation vehicle and fuel technologies is caUed 
for, one which will enable us to reduce our dependence on oil im- 
ports, reduce emissions and move toward transportation fuels that 
are sustainable in the long run. 

The Department of Energy is attempting to set the stage for 
moving in new directions. Our programs include significant support 
for research and development related to alternative fuels, including 
fuels from renewable sources, ethanol and biodiesel in particular, 
and to advanced-technology vehicles. 

Collaborative biodiesel R&D is being accomplished by private 
and government organizations. For example, we are supporting 
pn^iecto to lower the cost of biodiesel production. Our biodiesel life 
cyde analysis has recently been completed that inventories envi- 
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ronmental emissionB and energy flows. A health effects study is 
under way in conjunction with the National Biodiesel Board. 

Our r^onal biomass energy prc^ram projects include one guided 
by the Universify of Idaho, which involves a 200,000-mile, over-the- 
road, heavy-du^ biodiesel truck as well as Y^lowstone National 
Park vehicle projects. As proponents for the increased use of biodie- 
sel fuels, and I guess I would stress that we are proponents for in- 
creased use of biodiesel ftiels, including blends, we are quite dis- 
appointed about the current situation, one which is marked by dis- 
agreements with other biodiesel supporters about how to adiiere 
such increased use. 

We do support the greater use of renewable fuels in particular. 
I believe we should accomplish this, however, not by providing 
more Energy Policy Act creifits for vehicles, which may or may not 
use nonpetroleum iiiels, but by providing real incentives to actually 
use replacement fuels, including the biodiesel portion of B20. Re- 
garding H.R. 2668, we are, therefore, concerned about the provision 
to amend the Energy Policy Act by adding B20, a blend of 20 per- 
cent biodiesel and 80 percent petroleum diesel to the definition of 
alternative fuels without restriction. It is quite possible this provi- 
sion could result in allowing all conventional vehicles designed to 
operate on petroleum diesel fiiel to qualify as alternative-fuel vehi- 
cles under the act. This possibility exists because converting a die- 
sel vehicle to enable use of biodiesel requires very little modifica- 
tion. Thus, covered fleets could claim that the diesel vehicles they 
acquire are, for the puiposes of the act, alternative fuel vehicles. 

H.R. 2668 includes other changes that would have negative im- 
pacts on our alternative fuel program. For example, the bill would 
make it easier to use converted vehicles and to decrease demand 
for new, original-equipment-manufacturer vehicles, and we are par- 
ticularly concerned that were the bill to become law, vehicles not 
using any alternative fuel could receive more credits toward the 
EPACT-regulated fleet compliance than some dedicated alternative 
fuel vehicles. 

The department believes it is appropriate, instead, to address 
these issues through the DOE's nuemaking authority, which is 
being accomplished in response to the petition made by the Na- 
tional Biodiesel Board and others to have B20 designated as an al- 
ternative fuel. This approach will allow fiirther public comment on 
the issue as well as the introduction of regulatory options which 
could provide credit for using replacement fuels such as biodiesel. 

There are a number of optional responses to the petition under 
consideration, which is one of the reasons that it has taken so long. 
These options have been reviewed to some extent in public forums. 
I would like to briefly outiine those. 

We could propose an unlimited des^ation whereby any vehicle 
that can operate on B20 would automatically qualify as an alter- 
native fuel vehicle. We can propose designation of B20, given cer- 
tain limitations and restrictions. Another approach is to create a 
replacement fuel credit option; and this gets a littie bit further out 
of tiie box perhaps, whidi I think we might agree is where we need 
to be, whereby covered fleets could generate vehicle credits by 
using B20 or other replacement fuels. 
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Finally, the department could propose no action on the petition, 
but ask for public comment on the other options. I can assure you 
we are not pleased about the length of time required for the pro- 
posed rulemaking to be published. We are trying to develop a com- 
plete assessment of the situation and to consider a variety of com- 
peting viewpoints. 

The issues relating to B20 in the context of the Enei^ Policy Act 
are complex and require analyses to examine the full cycle energy 
use, the petroleum use, criteria pollutant emissions and greenhouse 
gas emissions of B20, of neat biodiesel and baseline diesel fuels. ^- 
complishing this and getting agreements from all the people who 
have to concur on the rulemaking have indeed taken quite a while, 
and we hope that we will be presenting very soon the complete ade- 
quate proposal. 

In conclusion, I would like to thank the subcommittee for invit- 
ing the department to discuss the important issues contained in 
H.R. 2568. We believe the bill does raise a number of important 
questions that need to be addressed by both the Congress and tiie 
administration. 

Clearly, much more needs to be done if we are to attain the En- 
ergy Policy Act's anressive replacement fuel goals, 10 percent of 
light-duty motor fueluse by 2000 and 30 percent by 2010. 

The 1997 report published pursuant to section 606 of EPACT has 
already been mentioned. Without additional incentives or mandates 
or, heaven forbid, another oil crisis, fuel economics simply at this 
point in time continue favoring using lots more oil. However, we 
think H.R. 2668 does not address these issues in the comprehen- 
sive manner needed. Instead, key provisions of the bill introduce 
the risk of making it even easier to meet vehicle requirements 
while avoiding the use of nonpetroleum fuels. 

After the proposed rulemaking is published, I hope we can meet 
with appropriate congressional staff and representatives of the bio- 
diesel mdustiy in another attempt to resolve the current impasse 
and to try to focus more on our common ground than on our dif- 
ferences. 

Mr. Chairman, we look forward to working with your subcommit- 
tee to identify what measures can be taken. 

[The prepared statement of ilionas J. Gross follows:] 

Pbepared Statement of Thomas J. Gross, Deputy Assistant Secretary, Opfice 
OP Transpobtation Technologies, Bneroy Efficiency and Renewable Bn- 

EROY, DePAKIWENT OF BnESOY 

I. INTRODUCTION 

Mr. Cluiiman and Member* of the Subeominittee: I am pleaaed to represent the 
D«Mrtment c^ Energy todajr, and to preeent our views on the potentul of alter- 
native toanaportatioiiniela, and renewable fUels in particular, to nelp reduce our de- 
pendence on imported petroleum, improve environmental quality and decreaae tlw 
emiaaiaiu of greenhouse Kaaes. I will also discuss our potitlon on HJL 2568, Qie 
"Energy Policy Act Amendments of 1997." I provided similar testimony before the 
Senate SubctHunittee on Bners' Research, Development, Production and Regula- 
tion, Committee on Energy and Natural Resources, on May 21, 1998. 
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vetaiclM than ew befbre. Perwnal mobili^ contributM ligniflcantly to our ocon- 
omT, cultural dinni^, and ■bength aa a nation, tbia mobill^ alao presenta the 
Unltad Statea with nuqor challanBM, aa wa abiva to raapond to the evar-growing 
demand for tranqmting goods aoid lervioes while aJmultaneouriy reducing adrerae 



, , , sat on petro- 
leum fkida and aecounta ibr two-thirda d cur cdl demand. The number of VKOiicIee 
and miles driven eontanua to ateadilT incraaaa. As a reault, V.3. oil HfW'f"'* is ria- 
ing, OS Is the demand in countries tnrou^iout the wortd. Heanadiile, woridwide oil 
raaerraa are becmniiig mora concentrated in a smaller number of countriea, many 
of whidt an p<ditical$ unstable and opposed to U.S. interests. Tbia situation leaves 
us increaaingly vuhuffable to the potentially Mrioua adverse economic impacts of 
disruptions in oil smidy. 

Hw costs to the U.S. economy from a fliture oil price shock could be e 



average rfover 2 percent per year for three to four years or more, whidi trutsLttes 
into gross national ^oduct (GNP) reductions in the range of six hundred billion dcd- 
lars over tliree years. 

"nma is also concvn shout the poor air auali^ in our dtiea and increasing emia- 
sfams of greenhouse gases. AccntUng to the Environmental Protection Agency (EPA), 
46 million Americans live in counties (mostly urban) which are not in compliance 
with air quali^ standards, TUm number Ja expected to increase In the coming dec- 
ade with the recent ti^dening by EPA of national ambient air quality standarda 
for osone and particulate matter. EmJasJons from tnmi^ortation sources remain a 
major contributor to tUa raoblam, aceountins fbr apprommataly 68 parorat of total 
U.S. criteria pollutants and one third of total U.S. greoihouae gaa enuasiona. 

In order to efibctivehr address the above chaDniges, a revolutioo in traniportation 
tedmologies is called for *one ii4iich will enable us to limit our dependence on oil 
in^MTts and move toward tran^ortatlon Aiela tttat are sustainable In the long run. 
TtM Department rf Energy and othw Federal calces are woridng to accelwate this 
diancB. We balisve w« should do so in order to retsin the U.S. lesdership in science 
and techntdoey wt^d> can n^port this important sector at our eccmosty. At the De- 
partment of Enngy, we bdieve that the increased use of alternative and renewaUe 
mala, as wdl aa vdidaa with greatly increaaed Aid eeonrany, can have a tremai- 
doua, positive impact in providing solutions to our grmdng dependenqr oo isqxnrted 
patndsum and redticing the emissions of critoia pollutants and grerahouse gases. 

m. DOE ALTERNATIVE tVZIS PBOORA1I8 



The Dq>artmentfs alternative fbel program, within the OCBce of Energy EfBdei^ 
and Renewable Enarey, ia focused on four msin sreas: automotive BAD, buck RAD, 
tiamq^artatiim bioftids develomnent and alternative fuels deplc^ment. Goals of the 
Department's Tranaportatioti Technologies program are: (1) radically improved fiiel 
econonw of vahides; and (2) the iscreased production and use of cost-efifoctive alter- 
native aransportatitm fiiels. 

Our Advanced Automotive Technologies program is providing the technological 
cornerstone for the Nation's initiative to significantly improve thie eneray ^QoenCT 
of^ and reduce emissions from, our li^t du^ vdiicles. This program includes signis- 
csnt automotive alternative fuels R&D, including work on the cold-start and fiial- 
efficien<7 capabiUties of ethanol vehicles and the development of improved, lower- 
oost natural gas storage. We have also supported substantial elecbie vehicle RAD, 
primarily the development of advanced batteries that can meet stringent technical 
and cost goals. 

Hie straterr of t^ Advanced Heavy Vehicle Technologies R&D program is to 
focus p Hfnaifl y on improving the effldency, emiasions enaracteriatics, »"<< alter- 
native fati capabilify <n the^esel ^cle mmie. Heavy-du^ vdiicle alternative fuels 
RAD sctavitiSB indude dsvdoping advanced enabling teehnotogiOB such as flisl ssn- 
son, deetnmic vahe timing, doaed-loop feedback conbola and deetronic conlxd sys- 
tems necessary fi^ the dieed engine to operate efOdenUr and with hi^ perfixm- 
anee on natural gas and othw fuels such as natural gas-ocrived liquids, as wdl as 
renewable fliels sudi ss bi nd i ssd and stbanol-derived dieth^ ether. Research tods 



ergy cmverskm e 

strat^iM focus on ohtwining minimum M«it««<«M 

Tbe Tranjqmrtation Biofiieli^ research, development and demonsbation activities 
STB aimed at succeasflil IntegratiDn of renewable ftiels, such as ethanol and faiodie- 
sel, into the transportation fuel mix, with a primary fbena on ethanol. However, tha 
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rainilt from meetinKB and plamiing accom^iBbed jointly wiUi 
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„ , r Btakeholden. "Hw n_ 

bong punued is to derdop proeess optionB for low cost waste n. 

1 leaa to tfao production or biodiesol at $0.70 to $1.60 per gallon, a cost 

«rlv competitive with diesel produced fivm fbssU fiiels. llie present cost 

of producing oiodiwsl from vinin <^, such as soy oil, is estimated at $2.00 to $3.00 
per gallon at the plant gate. However, other oilseed crops that possess a higher oil 
content mav have mtae fkvorable economics on a regional basis, and could result 
in costs unoer $1.00 per galloa 



vehicles, llie Energy Policy Act of 1992 (EPACt) establishes multiple goals for ST- 
temative fiiel technolMty development and utilization. Relative to petroleum Aid 
substitution, tiie basic EPACT goal is to promote the devdopment and use of domes- 
tic replacement fiiels to substitute fbr imported petrcdeum motor fuels to the maxi- 
mum extent practicable. Within the context of the basic imigram goal, DOE focuses 
its program on those replacement fiiels which wiD have the greatest impact on re- 
ducing oil imports, improving the nation's economy, and reducing criteria pollutanta 
and greenhouse ns emissiona. The Depaitmentfa succesaftil Glean Cities program, 
which brings loeu communities, States, and industzy stakaholders together to pro- 
mote alternative ftada, ia one at the hallmarics of our deployment eoorts. Current 
activities of the deployment program include the enMUwion of the Clean Cities pro- 
gram to over 60 pwtidpating communitiee; production of additional technical iniar- 
mation material^ completion of field tesfevaluation of electric vehicles using first 
■»neration advanced batteries developed with support from the DOE^U.S. Advanced 
Battery CiMisortium; the annual placoment of 10,000 alternative fUel vehicles into 
the Federal flee^ and implementing the alternative fUel vehicle purchase require- 
ments of the Energy P<^icy Act. 

tV. DEFAHTHENT OF ENERGY COMMENTS ON H.R. 2668 



I. 1141, represent an important contribution to 

. _ .„ best to prwnote renewable transportation fiiels 

such aa biodiesel. Biodiesel hss the potential to deliver significant benefits; speeifi- 



cally, it is renewable, it can reduce greenhouse gas onissions and it can also de- 
crease emissions of particulate matter and cari>on monoxide. Ifowever, at this stage 
in its devdopment, it still has eeoncanic, technological and environmental baniers 
to overccme before it can fiilly realise its potratial. Current biodiesel production 
costs do not enable biodiesel to compete on a cost basis with petroleum diesel fiiel. 
In the longer term, production costs must be lowered to $1.00 per gallon or less. 
To address this issue, more R&D funding could be directed to achievuig coe1>efiec- 
tive, hi^ier-yields of biodiesel by improvements in the siqrbean crushing end 
estnification proceases. and the development of oilseeds with hi^ier oil content An- 
other barrier that needs to be addressed is Uodiesel's performance in cold weather. 
There is some evidence that biodiesel can ezpvimce cMd-weather starting and fital 
storage problems (due to ftiel gelling). Environmentally, more RAD needs to be done 
to reduce the levels of nitrogen oxides (NOx) in biodiesel emissions. Given biodiesd's 
attractive particulate matter reduction potential, reducing NOx emisaions below 
those of current diesel vehicles would make biodiesel vdudes an attractive emis- 
sions ccHnpliance option. 

Althoumi the D^artment is a strong supporter of the incressed use of renewable 
fliels, suen ss biodiesd, we are concerned aoout the impact of several provisionB in 
H.R.2668. 

In particular, we are concerned about the provision to amend EPACT by adding 
B20 to the de&iition of alternative ftids in an unlimited fiuhion. We have several 
specific commenta r^carding this provision. First, it could allow all conventional ve- 
hides designed to operate onpetroleum-derived diesel fUel to qualify as alternative 
fliel vehidea und^ the Act. Tlus possibility exists because converting a diesd vehi- 
cle to enable use of biodiesd requires very litUe modification; thus, covered fleets 
could possibly daim that the diesel-fiieled vehidea they acquire are, for the purposes 
of the Act, alternative fuel vehidea. As diesd vehides continue to become more 
prevalent in the U^t teuA maricet, we bdieve this provision could operate as a 
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loophole mllowing corcred fleets to mend; purchaae convmtional vdiidee and de- 
dm tbem alternative fiMl vehidM capable of running on B20. 

Tlie unlimited induiioii of B20 in tne altwnative tiuia deflnition could also weak- 
en the integrity of EPACITb li^t duty alternative Aiel vehicle program by altering 
the preeent focua of concentoating altonative fUel vehicle demand on caiginal equip- 
ment manuihclarw (OEM) li^t duty vehicle ofiiarings. The in-eeent program, baaed 
on BPACTs intent and consistent with our implementation, was set up to encourage 
the demand for U^t Aity AFVs, with the intent of creating a "critical mass" in ve- 
hicle production mat would achieve economiea of scale, lower AFV inowmental 
costs, encour^e alternative fuel infrastiucture investinent, and cause spillover of 
AFV dcsnaod into non-fleet maiteta. The indusion of a B20 compliance wtion using 
heavy duty vehicles could difibse the pnaeat concentration on U^t-duty vdiidee, 
create uncertainty in vehicle demand, and lead OEIMs to reconrader their invest- 
ments in AFVs. 

AnoUm important consideration is that H.R. 2666'i designation of B20 as an al- 
ternative fuel could serve as a mtewnr that allows other blends with low non-petio- 
leum content into the EPACT utemative fiid vehicle program. This could occur be- 
cause demgnating B20 as an alternative flisl would make it easier for oUier petition- 
en nntiHntr alternative fiieb designation to lower their non-petroleum con£ent and 
still make the caae that their ftaeli should be designated as alternative Aiels. 

llie Department believee it is appropriate, instead, to address this issue throuj^ 

.1.. r, , X.. i.T.A«r _.i is "— ity, in resptmae to a petition submitted 

_, , ..J recognize that tiie Department's re- 
sponse to the NBB's petition has taken quite a long time. However, the time re- 
quired is due in part to the analyses and reviews needed to determine whether B20 
meets the criteria established bv the Energy Policy Act for designation as an alter- 
native fUel. Steps were taken last summer to obtain comments on the issues in- 
velved, and the formal rulemaking process on the B20 petition will soon provide an- 
other opportunity. This approach will allow for public comment on this important 
issue ana enable introduction of possible regulatory options that are under consider- 
ation. 

There are other programmatic changes proposed by H.R. 2568 that could also 
have n^ative impacts on the altnnative fuel program. For example, the provision 
to allow the extension of aUowances for converted vehicles could make it too easy 
to use conversions and decrease demand fbr new OEM vehicles. Also, the provision 

to allow credit tor alternative fUel use in dual-fuel vehicles raises comple ' 

' " distort the en 

_ ... ., b repreeents a 

. . it to alternative fUduse, would receive one credit, while adual-fiiel vehi- 

de opttating on the same altwnative fiiel would receive two credits. We would be 
hamy to work with you to address these specific provisions and other portions of 

V. NATIONAL BIODIBSEI. BOARQ (NBB) PE^TnON 

In September 1996, the National Biodiesel Board (NBB) filed a petition with the 
Department to initiat« a rulemaking for the purpose of designating B20, a blend of 
20 percent biodised and 60 percent petroleum diead, as an alternative fbd under 
BPACT. Such a designation would aod B20 to the list of alternative fuels contsined 
in EPACT and would allow covered fleets to comply witii fleetpurcbase require- 
ments throuj^ the aoquidtion of vdiides that operate on B20. The Act grants the 
snt Ihe authority to designate additional fUds as alternative fuels via rule- 



Dmartment 1 
making, prov 



iking, provided that the Department finds th^t they are substantially non-petro- 
leum, yield substantial energy security benefits and yield substantial environmental 
b«aefits. 

In response to this petition, DOE issued a July 16, 1997 Federal Register notice 
solidting comments on this issue. DOE also hda a facilitated" public wo^ahop in 
St. Louis on July 31— August 1, 1997 to hear public comments on, among other 
things, whether DOE should propose the rule that NBB requested and, if so, what 
^rpe <K criteria should be employed to determine if a fud should be designated as 
an alternative fiid. In reeponse to the Federal Seguter notice, the Department re- 



comment on tiie petition, I __ ,__^ 

making that will resolve the issue of whether B2Q should be dedpiated as an alter- 
native ftiel under the Department's Alternative Fud Transportation Program regu- 
lations. 
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« Daparlmeiit is nearing publication of tha propoted rule, and we can hi^Ulght 
I of t£« iasuea we are dMung witli, as well as some rf the optiana under condd- 



tiallj' non-petanleum and whether it yi^da aubatantjal enerRy secuii^ and environ- 
mental benefits. We have perfiMmed ans^rsea that examine me flill-cjvle enersv um. 
petroleum use, criteria pMlutant ^nissions and greenhouse gas emisaions m Bi 



neat biodieeel and baseline diaael ftiel. We also have reviewed other atudlea that ex- 
amine some of the vatxgy and environmental impacts of biodiesel. We will include 
the reaulta of our analyses in the notice of proposed rulemaking and our int^preta- 
tion of what constitutes the fhlfillment of the Section 301 criteria. 

There are a number of optional responses to the petition that are under consider- 
ation. We have discussed tnese optioiu in public forums and will treat each of them 
in the proposed rule. Let me briefly review them here. 

• The Department could propose an 'Unlimited" denenation «4ierd>y anv vehicle 

that can operate on B20 would automatically qualify as an alternative niel vehi- 
cle vinder EPACT. 

• The Department could propose designation of B20 given certain limitation^ and 

restridionB. These could indude: (a) allowing credit fbr B20 vehidea only within 
the limits of tiie current medium- and heaipy-dubr credit program; b) allowing 
vehicle credita only (te actual use of the B20 fliel; and c) retrairing use of B20 
in more than one vehicle in order to achieve one alternative tiiel vehicle credit. 

• The Department could propose to create a larger "replacemoit ftiel" credit option 

whereby covered fleets could generate vehide crediia by using B20, or other re- 
placement fiids, in lieu of altMnative fuel vehicles. 



vn. EPACT— LESSONS LEARNED 



conmiitments with v . ._ __ ...^ . 

these fUels; snd create an alternative fuel public iniMmation program. It also al- 
lowed the Federal government to devel^ labdiiog requirements for AFVs and alter- 
native fuel refueling dispensers, and provided a set of tax incentives for the pur- 
chase of AFVs snd ine instaUation of aitemativs fuel infrastructure. 

What we have learned in implementing EPACT is that it represents just the be- 
irini'<ngi not the end, of a graoual process to promote sltemaaves to petroleum in 
tne transpwtation sector. Ori^nal equipment manufbcturera (OEMa) have re- 
sponded to Uie actual and anticipated oemond for AFVa, which resulted from 
BPACt, by making high-quality AFVs available in the moiketplace in increasing 
munbera. Currentiy available models induds compact and full-siie pickup trucks; 
cam and passenger vans; mini-vans; compact spon utili^ vehides; deliverv trucks; 
and suhcconpact, compact, mid-size, and nill-sixe passenger csrs. Fuels wnicfa can 
be used in available vehicles indude 86 pwcent ethanol (B86), 66 percent methan^ 
(MSB), compressed natural gas <CNG), propane {liquefied petroleum gas or LPO), 
onduectria^. 

Despite the growth in alternative fUel infrastructure, and the encouraging com- 
mitment made Dy the OEMs to ^reduce vehides, sltemativa fiiel use is sbll low as 
a percentage of total transportaboa fiiel use. Total replacement fUel use, at 3.7 bil- 
li<m nsohne gallon equivalents, represents only 3.1% of total lis^trduty motor fiid 
use. Alternative ftael use, meonwhfle, at approximately 300 milBon nsdine gallon 
aquivalenta, aecounta for only 0.26% of limt-duty motor Aid use. We still have a 
Ituig way to go to make AFVs a fixture in um tranapoiation sector. 

Haw or we have to go is documented in ssveral analyses peifimned and pub- 
lished 1^ the Department during the last several years. In 1996, we puUished a re- 
port 'that coiKluded that achievement of the Enei^ Policy Act foal of 30% replace- 
ment fuel use in 2010 would yield substantial energy and environmental bwiefits 
to oonsumws and the econonqr as a whole. But the report also documented that ad- 
ditional action would be required to establish the conditions, such ss increased 



i^sdmlcal Report Faurtaen: Hai^et Potential snd Impacts of AUsmstlvs Fuel U«e in U^t- 
Daly Vdiidw A 30OIV3O1O Analysis' U.8. OqMrtiinnt of EiierBy, 1996. 
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■vailabilil; of alUniatlve fiiel vshicles and refilling >Uti(n», that would make the 
goal adiievable. 

In 1997, the Department publiahMl and requested commenta en a aeeond report^ 
that re-inforces the randiuion that the alternative fuels goals in EPACT will not 
be easy to achieve. Fm- example, in order to achieve the Acf s sugnated 309E> goal, 
aalea w alternative fUel vehides wovdd have to grow to between 30 and 40 percent 
of total new li|^t dut; vehicle aalea within the next several yeara; and 9t»y in Ota 
30 to 40 percent range for 10 m- more rears to put enou^ AFVa on the lood. Our 
analysiB indicates ttus scenario is very unlik^, and woiSd ectaUiah unreaaonable 
enectatlooa for growth in vdiicle aales and remeling station construction. The anal- 
y^ in^eatas that more reasonable growth patterns could achieve the 30% goal by 

ttiVtn ..rih* ««** tkt* tmt^t l ltV. MM..U ti^^HlJMa MA«kUH<l«J *hJ Mta.^k*W1« «V*«B««J<u4 #HnMW** - 



a to analyses performed in accordance with BPACT, the Departmott is 

o atdidtlng public comment on the Act^s goala and the use of AFV fleet require- 



chase iTwraawing percentages of altnnative fiiel vehicles beginning in mode 
2002. DOE must make a determination on irttether to proceed 1^ .^il 2000. 

A DOE decision to impose altamative fuel vehicle acquisition requiranants bu i» •- 
vato and local government fleeto is dependent on a determination that auch reomre- 
mmto are "ne c eaiary" to achieve the 10 and 30 p«-cent replacement fuel goals, or 
goals as modified by DOB under section 604 a- 607(e). Funher, if the rmlacement 
nial goals, as modified, cannot be met through the comlrined afforto of aQ Federal, 
State, and local programs, than the Act does not pramit DOB to go forward with 
tl»pnvate and local fleet requirement 

Tba Department held Uiraa regional hearings on this issue this Spring, and ob- 
tained public comment on, among other things, the appropriateness of the 10 and 
SO percent goals, poesible problems in achieving the goals and what actions are nec- 
essary to achieve those goals. Over 60 witn e ss es provided commente durins the 
' i; In addition, written commente have been received frnn approximate 2" 



heoriiup; In . 
individuals a 
period 



Federal govenmient may take to increase the use of alternative fiiel vehicles. 

vm. CONCLUBKK) 

We would like to thank the Subcommittee again for inviting the Department to 
discuaa the imp<n-tant issues contained in H.R. 2668. We believe that the bill raises 
a number of important questions that need to be addressed both by the CoMtteaa 
and the Administration, such as: (1) what is the appropriate level of the EPACT re- 
placement fuel goals; (2) what are the best polior and prtwram options needed to 
achieve the goals: <3) what combination of regulation and market incentives ore 
needed to attain the goals; and (4) what addititmal program authorities are needed. 
Clearly, much vntk needs to be done if we are to attain the Acf a alternative fiiel 
goals. However, the key proviaions of tiie bill run the riak of dwailing much of the 
progrees we have made t» introducing opportunities to avoid purchasing alternative 
fiiel vehicles as intended bj[ BPACT. We believe that the goals of this l^ialatlon 
will be better served by continuing the rulemaking proceis that ia already underway 
for biodiesel fuels. We look forward to working with this Sul>committee and the mi- 
tire Congress to identify what additional measures should be considered. 

Mr. Shimkus. Thank you, Mr. Gross. 

I will next turn to Mr. John CfunpheU, Corporate \^ce President 
of AG Processing. 

STATEMENT OF JOHN CAMPBELL, CORPORATE VICE 
PREfflDENT, AG PROCESSING. INC. 

Mr. Campbell. Thank you, Mr. Chairman, Ms. McCarthy, mem- 
bers of the committee. I represent AG Pnx^ssing, Incorporated, 



'Nutica of AvailabUi^ and Requatt for Comments, Iteplaeemeot Fuel and AltsmatiTe Fuel 
Vdilde Tedinical and PoUn Analnk' punuant to Sec. 608 of the Eoeriy PoUcy Act, Fhdtral 
Jt«te«r. Odobw 1»»T. 
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which is a soybean procesBuig cooperative owned by 350,000 farm- 
ers. We dived into this biodiesel business by building a plant near 
Sergant Bluff, Iowa, although, Ms. McCsothy, the global head- 
quuiers of AG Environmental Products is in Leneza, Kansas, so 
in your neck of the woods. And, Mr. Hall, we find a lot of oil in 
Texas with our cooperative, only it is not petroleum oil, it is soy- 
bean oil in Sherman, Texas. 

So much has already been said I feel like dispensing with my 
prepared remarks and tfiking questions from the iloor, especially in 
response to DOE's testimony, which is quite surprising. The reason 
that we are all here is that DOE told us they didn't think they had 
the authority to do what needed to be done, and that if we wanted 
changes, we would have to get the legislative process going. That 
is why we are here, because DOE said they didn't have the author- 
ity to do what needed to be done. 

We also have a petition that is 3 years in the process. Now, the 
issues aren't that complicated. If the answer is no, say no because 
you don't have the authority or whatever, and then bounce it back 
to Congress to deal with. But that hasnt been the case. It has just 
been a slow death by inaction. And so although we are pleased to 
hear that DOE would consider some of these things, they have had 
the opportunity to do that for months and months and months. 

Also, it has been talked about a lot that EPACT is not going to 
meet its goals. I wish we were here to talk about — I wish we could 
be here to talk about a fuels program, but EPACT isn't a fuels pro- 
gram. It is primarily a vehicles program, and only through vehicles 
do we get to fuels. Unfortunately, we have thousands of AFV 
EPACT vehicles out there not burning alternative fuels. 

We would be pleased to talk about a program that actually was 
fiiel oriented rauier than vehicle oriented because that fits our pro- 
grEun perfectly. The feEir that DOE has is that while it is too easy 
to convert a diesel engine is exactly the reason that fleet operators 
are interested. It is less expensive, it is easy, it is hassle free. So 
the idea that we have got a program that is too easy to comply 
with seems ironic when there are Tots of vehicles out there that are 
not dedicated fuel vehicles, that are meeting the obligations of 
EPACT yet bum no alternative fuels. 

It seems to me that we are more interested in the process than 
the product. So although, yes, everyone is meeting the letter of the 
law, we are not accomplishing the objective. 

During the rulemaking process, many States requested that 
DOE, under the State implementation plan — Etltemative State im- 
plementation plan, use petroleum displacement as a measure of 
compliance, but DOE rejected that argument, again saying they 
didn't have the legislative authority. DOE has ensured the lade of 
production of biodiesel certified in warranted vehicles. Dedicated 
AFVs are, by definition, gaseous-fueled AFVs such as propane and 
natural gas vehicles. This excludes all renewable-based heavy-duty 
vehicles. 

The committee had, I think, four questions that you wanted to 
ask, and I will quickly summarize what our answers are to those 
four questions. Neat biodiesel is a alternative fuel. There is no rea- 
son why it cant — a 20 percent blend can't be designated as an al- 
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temative fuel. There isn't a viable replacement fuel program. It is 
not on the table. To talk about it is to avoid the subject. 

There are no technical or environmental barriers. The criteria 
laid out in EPACT to designate an alternative fuel can all be met 
by the 20 percent blends. 

Thank you, Mr. Chairman. 

[The prepared statement of John Campbell follows:] 



Good Morning, Mr. Chainnan and memben of tho Subcommittee. My name is 
J<^ Campball and I repreaent Ag Proceaaing Inc (AGP), a n^ioiial cooperative 
(nroed by 360,000 Cumera. AGP is a diversifiea organization specializing in soybean 
procesaing, vegetable oil refining, and liveatock fied and pet fiwd manufadaring. 



procesaing, vegetable 

Our cooperative is ini 

and bioaiesel. AGP built and operatM a Uodiead plant in Semint Bluff Iowa and 
markets biodiesti throu^ our partnership company Ag Enviommental Products 
lAEP). I will focus my remaria ti>day on biodlesel, B20, and H.R. 2668. 

Biodieeel is a dean burning, taymaaioA fUd made from methyl esters derived 
from soybean and other vegetaUe oUa. It can also be made throu«^ the 
tivnsesterification of rencled waste co<Aing oils. The fuel is Ailly compatible with 
diead fliel and current oieael engine tedmology. Biodi o a d Uends even improve en- 
gine perfbnnance while reduciiw nwine wear and emissions. 

Diesd endnes are, and for the areseeable fliture will remain, tho moat energy 
and fM efficient engine technology available. Fta this rasson, diesd is likdy to 
have an important role to play in the PNGV or "new generation of vehicles" that 
industry and government is researching. Unfortunately, the automobile industry is 
uninterested in investigating the contnbution that renewable fliela could make to 
the PNGV prof^am, rearing instead on petroleum derived fiiel cdl technology and 
natural gaa dnivad diesel niels. In addition, engine manufactures agree that diead 
fiiela wiD need to be refbrmulated in order to meet the upcoming BPA emission re- 
quirements f^vea the limitations of modem ennne technMwy. 

Tbou^ biodieed is relatively new to the VS, biodiesd has been uaed in Europe 
on a commercial basis for aavnal years. In fact, Europe is &r ahead of the U.S. in 
biodiesd uae. Over 300 million gukau of biodiead have been produced then. All 
mqor European engine manufacturers accept Inodiead for use in their vahidea. In 
Germaqy, it la add neat and ndaah blended during fueling. In France, all petroleum 
diesd flid is blended with 6% biodiesd before it is sdd to enhance Uie quslit? of 
the petrdeum diesd and to support energy security. Biodiesd is also being used at 
a 80% Umd levd in a number of French metropoutan bus fleets to improve urban 



sir quality. 
Kodiesd 



u«» ^ers significant environmental benefits for air, water, earth, and en- 
Biodiesd is non-tozic and Uodegradable. It has tlie same toxicity M aalt and 



wgy. ... _ 

sduMlity of tugar. It has even been used to dean up after oil spills in aquatic envi- 
ronments. As a renewable fiid derived from agriculturd feedstocks, like ethand, it 
reduces the net amount of carbon di(Hdde in this atmo^hen mitigating the "GreMi- 
house EEbct.' A recent lifb-cyde analysis undertaken by the National Renewable 
Enemv Laboratory (NREL), fhndad by USDA and DOE, demonstrates that 
''[b]iomesd reduces net COj aniaalons b^ 78.46% ctmtpared to petroleum diesd.' 
The same analysis shows that the use of biodiesd in transportation anginea wiD sig- 
'" ..-..- '-•..- - .-"-. . -. - -. -. ^-^ 

IS. Using biodiesd in mends irith petroleum diesel will offer proportionabe reduc- 

ji in amlBsions. 

Biodiesd's othw energy benefit lies in the production of Uodiesd itself. The NftEL 
lifb-cyde ans^rds has OKnonstiwted that the production of biodiesd from soybeans 
offera a total net energy gain. Biodiesd yieldi 3.2 units of fiid product energy for 
every unit of fossil enwgy consumed in Ita lifb qwle. By contrast, this Nation 



son that we havent emariencad a si 
inuKHied petroleum In me past 20 yei 
aeoons. It is ironic that tnia same si 
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national dl companlaa and our own govemment, has only HTved to increaH Uie ds- 

pandonica on dl imports tnaa the Pwsian Gulf region to nearly double the level at 

the time of the Qrat oil ihock in 1973. 

Sharttr aftn- the Pwsian Gulf War, in an attempt to deal with the ii 



leum dependence prcMem, CongreM pasaed tbe Energy Policy Act of 1993 (EPACT). 
Unfortunately, Inudementation of tlua lenslation has difEerod mariwdly from con- 
greaaional intent. The stated intent of EPACT is to strengthen U.S. energy security 
by reducing the amount of imported cU used by the toansportation sector by 10% 
fan the year 2000 and 80% by 2010. The Department of Enei^ (DOE) readily admits 
tuat it seea no w«r to meet ttie longer-term goal given the nature of the current 
program. DOE will also readily admit that the reason why we will meet the year 
2000 goal of 10% displacement, is because of the use of ethaool and other low-Uend 
Teoevrable-base petroleum additives under the clean air efibrts directed by individ- 
ual States and the Environmental Protection Agency. EPACT goals are being met 
by the Clean Air Act. 

If EPACT is going to achieve its l^islative mandate to reduce foreign energy de- 
pendence, both Congress and the Administratioii need to revisit its provisions and 
implementatloti. For example, fleets regulated V ' """^ ■ ■ 

fmd any incentives to actually use altemativ „ , 

dated to purchase alternative fiieled vehicles (AFVs). I noest, public fleeta are 
^ — j^-u u,-i„,.v-.. ,-.. ,_.., — .._,, — s. j..-_ but there 

e certified 

, r . t»»t r~ ■■ 

them, under the Altonative State Plana provision, to use petzoleun , . 

as a measure of compliance. Their sound logic was that DOE would be pleased with 
State plans that actually used alternative fbela. E>OE flatly reacted these pn^oaals. 
Instead, DOE and the Administration continue to bUndly focus on the require- 
ment for public fleets to purchase AFVs. Furthwmore, the mandates and incentive 
structures of the AFV purchase requirements, realistically exclude biodieeel as an 
option for EPACT fleet owners and operators. DOE allows State fleete to earn 
EPACT purchase credite on heavy-du^ diesel engine AFVs only after they have fiil- 
ni.-j ^i.^_ i._i.i J... 1. , .^ T, 1_ -•--'piiaiig neat, or 100% 

production of biodlesw 

_ _ ■ .. "* inclusion of heavv- 

du^ AFVs in tlie federal fleet, a recent Presidential Executive Order oflbrs triple 
creoite only tor including dedicated heavy-du^ AFVs. Dedicated AFVs are, by di&- 
i^ion, gaseous-flided AFVs such as^proiMne and natural gas vehicles. This excludes 

, iasagainstw . ._ 

that thcor cannot control the level of renewable fuel that would be used ii 



filled thedr light-duty purchase recuiremente. By onlv designating neat, or 100% 
Uodiesal as an alternative fiial, DOB has ensured the lack of production of biodlesw 
certified and warranted vehicles. Furthermore, to promote the inclusion of heavy- 



nition, gaseous-fueled AFVs such as proiMne and natural gas vehicles. This excludes 
all rraewable-bBsad heavy-duty AFVs. 

DOE, and the Administration, maintain a bias against renewable tatli by arguing 
that thcor cannot control the level of renewable fuel that would be used in a renew- 
able-based dual-flieled AFV. Yet, DOE currently aetioefy promotes the purchase of 



^ment of certified and warrantad Uodiesel vehicles that could displace the same 
ratio of petrtdeum using only one fliel tank instead of two. 

To summarize and answn the Subcommittee's first specific point: neat, or 100%, 
UodieBel is an altonative fuel. However, despite two petitions and over 60 letters 
of support &om Con^fress, fiir 3ygar», DOE has reflued to act on our request to des- 
's a Uend of biodiesel and Mtndeum as an alternative fUel. DOB knows flill 



wdl that we have asked for 8-20 because: a) it ofiers tbe greatest environmental 
benefit at the least cost to tbe user, and; b) Amuican vehide manufiuturers will 
not build ca warranl; thnr vahides for cqwration on neat biodiesel but they hoot 
indicated thmr wiUiagTuat to buUd and loivranty vthieUa on B-20. 
The other m^jor provision of EPACT. and one that could actually result in a aig* 
" " ' nt of imported petroleum, is tbe replacement fiielB program. Con- 

<t SecrBtaiy of Energy to establish a program to pranoto tbe de- 
vdcpment and use... of dcouMtic replacement ftiels... to the maximum extent prac- 
ticafile ... [to] ensure the availability ^ those replacement &iels that will have tiie 
greatest imract in reducing oil imports, improving tbe health of our Nation's econ- 
omv and reoucinflgreanhousa gas emianons." 

But DOE has oanKmstrated no intmat in devdoping a viable rc^laconent fliels 
pMgcam. Instead of Isaming th« lesson inhsrait within its own replacement fiuls 



The otber m^jor provision of EPACT. and one that could actually result in a 
nifieant diqtlacement of imported Detroleum, is tbe replacement fiieU program. ( 
grass authi»izsd the SecrataiT of Energy to establish *a program to pranoto the 
vdcpment and use... of dcouMtic replacement ftiels... to the maximum extent p 
ticafile ... [to] ensure the availability ^ those replacement &iels that will have 
greatest imract in reducing oil imports, improving tbe health of our Nation's a 
omv and reoucinggraanhousa gas emianons." 

But DOE has osmnwtrated no intmat in davdoping a viable rc^laconent t 
pMgcam. Instead of Isaming th« lesson inhsrait within its own replacement f 
r^ort— that tbe greatest dame of djmlaeement and the only reasm America is 
mssdog its year 8000 EPACT goal is Am to the use of sltemative fitels in lowar- 
bleads In eonvuitionally-based sngineB— DOE instead conduded that since a whde 
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mention 
backd- 
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a eonvttitionaily-based sngineB— DOE instead conduded that since a whde 
T nationwide fUdiiu infirastnicture and concurrent sales of over hslf a million 
^.Numably dedicated) AFVs per year V 
unwanted fay the Amwican public, DOB 
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tli«r the level of displacement or the date fbr achiering the year 2010 30% diaplue- 
mentgaal. 

To Bummaiue and anawer the Subcommittee's Uiird and second paints reapec- 
tivdj: DOB'S AFV-eentered approach is not responsible for our Natim's abili^ to 
meet the jrear 2000 10% displacisment ftiel goal; and, in coqfunction with DOETs ail- 
ore to suggest a viable replacement fiiel program, guannitees tbe bOuie of our 
Gountrr in meeting the jvar 2010 80% dispLumaent goal. A viable renlaeement ftid 
program, logically resuning from DOETs own beta anl figures, vroula be to snggsst 



__. , «ble-ba>ed (mcsnates in low blends Ite aU 

vehicles st all times im^iiH rf only in gasoline vduoes operating in urban areas 
at tames iriwn air quali^ is particularly baJd, as is the Congressional mandate for 
RFGuse. 

To answer the Subcommittee's last point: there are simply no significant technical 
or envirtnuaental barriers to the use of biodlesel fUel. Its only drawback fbr wide- 
spread use now is its price. Currently, biodiesel costs can average three times as 
mudi ss petroleum diesd on a per gallon bssis. Howsver, this higher cost ia mostly 
a symptom of the infimt nature of the biodiesd Industiy. Tba incraaaed reaeaidi, 
demopmoit and use of reqrded greases and other lower cost feedstodu, and the 
increaaiiig number d fiiel producera that will result from allowing ModieBel to com- 
pete on a level ' — ' — "- — '"^ -"- — " "-' "-' '" ' ' 

miesof scalea 

HJL 2568 makes B20 an EPACT alternative fUel and creates incentives for the 
use of alternative fiids in duol-fiieled AFVs, where none now esist. Credits fbr the 
use of alternative fuds in doal-fiieled AFVs will iqtpty to all ahomative fliels and 
AFVs: biodlesel, ethanol, pn^ane and natural gas. H.R. 2668 will not directly im- 
pact ttte budgets or spending of any public agsncy at any level of ipvemment. It 
will not create a new subsi<& or tax break fbr fhiiners or biodiesd mel producers. 
It will not require any public or private fleet to purchase fi20 or B20 certified AFVs. 
What HJL 2568 will do is^ve regulated fleets more chdce and greater flexibill^ 
to meet the requirements ofEPACTs AFV program, and in turn make that program 



Mr. Shihkus. We are going to — ^for information purposes, we are 
going to try to continue to go through the vote. It is a vote on ad- 
journment, 80 we will see how fast our Hall of Famer is, and if he 
can get back here in time — but just for the — ^you can go vote. If 
anyone misses one, it will be me, depending upon Mr. Laigent. 

So we will now turn to Mr. Jim Gay, Pi^sident, National Biodie- 
sel Board and my constituent. Wdcome. You need to pull the 
microphone close to you. 

STATEMENT OF JIM GAT, PRESIDENT, NATIONAL BIODIESEL 
BOARD 

Mr. Gay. Thank you, Mr. Chairman, members of the committee. 
I am a s<qrbean farmer &om Rockport, Illinois. I am President of 
the National Biodiesel Board, NBB. We are an association whidi 
is dedicated to the commercial development of biodiesel in the 
United States. 

Since 1992, America's soybean farmers have invested over $22 
million to develop biodiesel. Farmers, such as myself, donate their 
time to guide NBB's investment in biodiesel research and market 
development. My remarks todf^, which you have also in written 
fonn, reflect the views of the American Soybean Association. 

I am here to endorse the passage of H.R. 2568, the Eneivy Potior 
Act Amendments of 1997. NBB believes that passage of Hit. 2668 
will promote the successful commercialization of biodiesel in the 
United States by allowing vehicles capable of operating on 20 per- 
cent biodiesel-bfended fiiels to qualify as alternative fuel vehicles 
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under the Eneray Policy Act of 1992. As a result of DOE's history 
of inaction on tma issue, NBB ia convinced that Congress cannot 
leave the decision to the discretion of the Department of Ener^. 

I have been involved with this issue now since — ^veiy beginning 
actually, for almost 6 years, and I am very personally msappointed 
that in spite of all the efforts that have been undertaken to reach 
some kind of understanding with the department, we have not 
been able to do so. 

In contrast, our efforts to work with the Environmental Protec- 
tion Agency to develop a comprehensive health effects testing pro- 
gram nave been highly successful and have been referenced, Mr. 
Chairman, by you earlier, which has proven the environmental 
benefits of hiodiesel, which are very significant. This was a difficult 
test to develop, and we have been very pleased with that kind of 
cooperation. 

H.R. 2568 is important to America's farmers. The use of B20 will 
add substantial value to our Nation's agricultural production. As a 
renewable liiel, hiodiesel offers stable markets for efficiently pro- 
duced oilseeds. According to a report published by USDA in 1996, 
a sustained market for oiodiesel in the United States of only 50 
million gallons a year would support the average price of soybeans 
by 7 cents a bushel, which woula have resulted in the value of last 
year's soybean crop being increased by $168 million. And in addi- 
tion to that B20 helps improve the environment and reduces de- 
pendence on imported oil, which of course is our ultimate goal. 

Over 10 million miles of road tests have proven the peiformance, 
fiiel economy and reliability of B20 vehicles. hfBB believes that 
blending hiodiesel with diesel is an effective tool to overcome the 
price resistance associated with developing an introduction of any 
new fiiel. In our view, the policy option of blending is tiie most ra- 
tional means of promoting the use of hiodiesel, preferable to direct 
subsidies, tax breaks or government mandates, and will result in 
the greatest displacement of imported petroleum. 

Many CNG vehicles are bi-fiieled that qualify as alternative-fuel 
vehicles, and they have on-board storage of perhaps 20 to 26 per- 
cent of CNG, and the rest — in gasoline. These are dual-tank vehi- 
des. There is no fiinctional difference between a bi-fueled CNG ve- 
hicle with 20 percent CNG fuel storage capacity and a B20 vehicle 
that contains 20 percent hiodiesel blended with conventional diesel. 
The only difference between these vehicles is that bi-fiieled vehicles 
have two tanks and a blended fuel vehicle has one tank. Yet, under 
current law, the bi-fueled vehicle ia an EPACT vehicle while Uie 
B20 vehicle is not. 

Now, I am gratified that our competitors are confident of our suc- 
cess, and we see hiodiesel as a complementary fiiel in ^most every 
marke^ and we think that that is certainly what is needed. 

Mr. Chairman, the Energy Policy Act co' 1992 is adopted to help 
our Nation increase our national energy security. Biodiesel is a do- 
mestically produced alternative fiiel that can help immediately. 
B20 is key to bringing this fuel to market. H.R. 2568 will give fleet 
managers greater choice and increased flexibility to meet their 
EPACT requirements, and it will improve the environment and in- 
crease farm income at the same time. I think, as Mr. Campbell 
mentioned earlier, we would like to be here talking about programs 
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mraU of 1997. NBB beluvoB l£st paoaw of HR 2668 will pn>mot« the sucMwfiil 
rcialization of biodieael in the United Statee by omendiiHr cunent lew to 



which would aid in the production and development of all renew- 
able fuels, because I think that is what we really need. 

Thank you, and I will be happy to answer any questions. 

[The prepared statement of Jim Gay follows:] 

PRBPAfiED STATSUBNT OF JlU OAY, PRESIDENT, NATIONAL BlODIESEL BOABD 

CheiimAn Sdi&e&r **tiiI members of the committee: Good Momiiiff. 1 ""i Jim Ger, 
e aoybeen fermer from Rockport, H. I tun the Fieeident of the Netional BiodieM 
Board or NBB. NBB ia a trade aasodatkiii baaed in JetEbraon a^, MO dedicated 
to the commercial development of Iriodieeel in the United Statee. Sinoa 19^ Amni- 
ca's sqrbean farmers, have invested over )22 million to develop bio^eae i . Ful time 
fkrmeia such aa mvaelf dmate Ouix time as directwa to guide NBB's inveetments 
in biodieeel researcn end I 
reflect the views of the An 
Today I am here to endorae paaaage of HR 2668, theBnttgy Polii? Act Amoid- 
'""'"'" s that paesai - ' ~ 

wl in the Ui 

sratiDg on 2C 

as altematii 

E568wiU not 

: alternative _ . 

tory of in-action on tms issue, NBB ia convinced that Congreas can oo longer leave 
this dedsion to the discretion of DOE. Congreaa must step in and act bj adoptiiig 
HR 2568. I will sununsrize my remaining remarks but I urge the members oc the 
subcommittee to review carefully the full text of my written testimony. 

HR 2668 is important for America and America's fbrmers. The uae of B20 will add 
substantial value to our nation's apicultural production. As a renewable fliel, Ino- 
dieeel ofibrs stable markets for etDaently produoed oilseed crops. According to a re- 
pest mitdished by USDA in the Fall of 1996, a sustained market for Uodiesel of only 
60 million gallons a year would support tfaa average price of sciytMans in this cotrn- 
toy by about 7 cents a bushel. Based on last year's harvested crop, that would have 
accotmted tor $168 million in Cum income that can be dvived from a new ftiel tliat 
also hdps improve the environment and reduces our dependence mi imported cU. 
At a time whoi &rm incoow is under toemendous preesure due to the oollapee of 
export marketa in the Far Beat and weather rdated disasters at home, tlie develop- 
ment of new domestic markets for our nation's agricultural products is indispen- 
saUe to the health of our nation's farm econrany. 

Today because of a lack of developed markets, the retail cost of 1G0% biodieed 
averages over (3.00 per gallon. Add to that coat, Uie cost ofinatalling and maintain- 
ing aeparate biodieeel nmieling and storage infrvstoucture «nrf the costs of utaliaing 
l«l% Woiesel in the a »"•«" --. —.-.-.- ■- v„..^__ « 



redundant refbeling infrasb-ucturee. llie moat succeaafbl biodiesel/dieael blrad testr 
ed aa far is the 20% blend. In over 10 milUon milee of road tests, the perfbnnance, 
fbel economy and reliabili^ of B20 vehicles were shown to be similar to dieeel. 

NBB believes that blending biodieeel with diesel is an effective wdit? tool to over- 
CMne the price resiatance asaociated with the introduction of this new f^iel to Ute 
maricet In our view, this pclicy rntiiNi, blendin|N ia the eaaiest and moat rational 
means of promoting the use of biodieeel compared to other poesble government pol- 
I17 options, such aa direct subaidiea, tax breaks and additional government man- 
dates. We also believe that a policy pnonothig the blending of biodieeel with dieael 
in EPACT programs will result in the greatest potential displacement of impwted 
petroletim by eiquuiding the existing m^ets (br alt^itative fueled vdiides 

Bringing a new fUd to maritet is a long process. Since 1992, when the word bio- 
dieeel was virtually unknown, we have made significant progreea in developing com- 
mercial mariwts far biodieeel in the US. 

Along the way we have worked cooperativriv with numerous fedraal sgendes. 
Earlier this year, cooperation between the NBB and the EPA resulted in the suc- 
ipletion of thefiist tier of an important testing prc^ram for biodieeel and 

"a Testing 
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The noults of the fint tier of teetiag demonstrate eoneltuively the environmental 
benefits of biodiesel and biodieeel blends. Mtgor criteria pollutants like, CO, hyiro- 
caibons, sulfur ozidH, and particulate mattar are all Bubstantially reduced by bio- 
dieael and biodiesel blended fbels compared to diesel fuel. Many unregulated poUut< 
ants suspected of contributing to formation of cancer were roduced by 75% to 99%. 
And the total ozone or smc^ forming potential of biodiesel waa less than half that 
of diesel fUel. However, without the willingneas of EPA to resolve technical and pol- 
icy issues related to including biodiesel in this program, these spectacular environ- 
mental results would have been impossible to dtanonstrate. 

In contrast to the cooperative reception we have received fixmi EPA, for more than 
three years the USDOE has reftisea to consid^ any regulatory changes to exiating 
pn^rams tliat vrould have allowed biodiesel blended fuels to participate programs 
created by Congress specifical^ to promote the commovializatioa of altnnative 
Aids. In particular this last vear has been one of complete frustratioti with a lack 
of action on the part of the IX)E to resolve any of the issues related to including 
B20 as an EPACT alternative fliel. 

Last July, DOE held a public healing related to the NBB petition to designate 
B20 as an alternative ftiel. Of the more than 40 partidpanta at that bearing, no 
one oppoaed the designation of B20 as an alternative fUd. Public comments by DOB 
representatives at t£at hearing deariy indicated that DOE would quickly resolve 
Uw issues related to 820. In September, repreeentative of the biodieeel industry met 

firivatelv with DOB otScdals. DOE oCBcials presented an outline of potential regu- 
atoiy enanges that would have rescdved many of the issues related to B20, In Octo- 
ber, a letter from Acting Assistant Secretary Komm again publicly stated that DOE 
intended to resolve the B20 issue throuali a fbrthcoming rulemaking. In April of this 

' ■ * " ^- - ■ * heBao 

. . . "May. 

In May, at a hearing before ^le Senate Energy and Natural Resources Committee, 
E>eputy Assistant Seeretai; Gnt promised a proposed rule within 30 d^s of the 
hearing. Todsgr is 60 days after ttw Senate hearing and there is still no proposed 



rule rMarding B 
~Ve nave been one yoar, Mr. Chairman, since the DOE pro _ 
e of B20. The biodiesel industiy has lost faith in any or DOE's promises to act. 



:, Hr. Chairman, since the DOE promised to resolve the 



Even if a propoaed rule was published tomorrow, we are confident, given DOE's past 
lack of action, that there would be no final action on that propceed rule for at least 
another year. Congress must step in now to act where DOE has consistently failed 
to do so. Even if tms legislation is not perfect, it is fkr better to pass imnerfect le&a- 



lating B 

jne oTthoee issues. 

First, DOE also likes to claim that biodiesel and blended biodiesel fUels such a 
■■"•'"" .- .- . — ACT programs. However in 0( 

ic comment on the Rei^acement 
Fueis proeram utai n pians v> suDmn v> <.;ongress. In the 76 pages of that report, 
the wcud biodiesel is not mentioned once. Even in the section on altonative and re- 

S'acement fliels programs in other countries, DOB somdiow forgot to mention that 
odiesel is the most popular alternative f\iel in Europe, with extensive blended f^ 
programs in France and numerous successful retail biodiesel reflieling stations 
througjumt Germany and Austria. 

Next, DOE claims that B20 is not "substantialv not petroleum" so it can not qual- 
ify as an alternative fiid because of the diesel tCiel component of the blend. There- 
fwe under current DOE regulatlone, vehicles operating on B20 do not qualify as 
EPACT vehicles because only 20% of the vehicles' fuel supply would come fiom sl- 
temative fiiel. 

However, several existing and e^ierimental bi-fueled natural gas vehicles that 
qualify as EPACT AFVe have minimal natural gas on board fiiel storage capad^. 
According to DOE's own AFV Product Oflering Guide, CNG is only 28% of the total 
on-board fuel storage capad^ of the GMC Sierra bi-flieled truck. CNG is onlv 22% 
of the total on-board fuel storage capadty of the ve>7 popular bi-fiided Fora Con- 
tour. And remarkably, the CNQ portion of the total on-board fiial storage capad^ 
of the bi-fiided Volvo 850 is only 19% of the vehide's fiiet. 

Bi-fueled CNG vehides like these are deariy the norm and not the exception in 
today's alternative fueled vehicle market place. According to the EIA, more than 
three-quarte>« <^ all CNG vehidea sold in 1996 were bi-fueled vehicles. More than 
two-thirds fd all AFVs sold in 1996 were either blended Aid or In-fiieled vehidea. 
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AFV conmmera including EPACT fleet managers, are dearly demanding alter- 
native vehicles that inccnporate a significant reliance on eonventaonal fiiela. 

Then is no functional difTerence between a bi-fUeled CNG vehicle with only 19% 
or 22% CNG ftiel storage capadtrand a B20 vehlde that contains 20% biodieeel 



DOE has also suggested that the Introduction of B20 vehldes would reduce mar- 
ket share for other altwnative fiieled vehides and fuels. This is pure speculation. 
Thai* is planfy of room fiv new competition in the EPACT market. In FY1997, fed- 
eral govenuuMit agendee fell almost 6000 vehides short of their EPACT AFV pur- 
chase requirements. Estimates are that Qie federal government will once again fell 
fer short of its EPACT purchase requirements in FY1998. Wth thousands and thou- 
sands of existing AFV purchase requiremoits going unflilfillMi in the federal fleet 
alone, it is silly to argue that thoe is no rocnn to provide additional alternative fliel 
chcdces fiv fleet managers to comi^jr witili the requirements t^ EPA,(fr hy u^ng B20 



__ to help o „ ._. 

cally produced alternative tkiel that can help our nation to immediatdy reduce its 
:.____. . ._,__^ 1. Blendetf to " ■ " "" ' 



istins EPACT programs without requiring any subsidies, tax breaks or additional 
mTiriati Inatjailj it will give fleet managers more competition, greater choica and 
iDcreased flexibility to meet their EPACT requirements. It will improve our envircm- 
ment and increase opportunities for greatar liann income. I strong urge swift pas- 
— »rfHR2668. 



sase«HB 

Thank-yi 



k-you. I would be happy to take any questions you might have. 

Mr. Shimkus. Thank you, Mr. Gay. 

And we next turn to Mr. GUI Sperling, the General Counsel of 
the National Gas Vehicle Coalition. And we are doing a great job 
of keeping our comments to 6 minutes; I appreciate that, ^d there 
will probably be a change in the Chair, hopefully by the time you 
are done. 

STATEMENT OF GILBERT P. SPERLING. GENERAL COUNSEL, 
NATURAL GAS VEHICLB COALITION 

Mr. Sperling. Thank you, Mr. Chairman. 

I would like to thank the subcommittee for inviting me to testify 
today. I have to admit, it is a very strange feeling to be on this side 
of a hearing after having been counsel to this subcommittee more 
than a decade ago, but I am looking forward to the experience. 

Before I begin my presentation, I would like to urge you, Mr. 
Chairman, and the other members of the subcommittee, to aggres- 
sively defend the jurisdiction of this subcommittee and that at the 
full committee. In my time as counsel to this subcommittee, I 
would have had my walking papers handed to me if I did not do 
everything possible to prevent the Appropriations Committee from 
legislating on matters within the jurisdiction of the subcommittee. 
I would hope that, at a mJTiiTniiTTi , all the members of the sub- 
committee would insist that the Commerce Committee be allowed 
to appoint conferees to the agriculture appropriations bill for pur- 
poses of this provision. 

With resp^ to the issue before us, let me steto that we believe 
that the use of nonpetroleum motor fiiels is essential if our Nation 
is to improve air quality and to remove the dageer at the heart of 
our economy that currently is held by foreign ou exporters. Use of 
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nonpetroleum alternative fuels is critical to eliminating the brown 
doud of pollution that affects the over 100 million Americans living 
in urban areas and nonattainment status. For these reasons, we 
ui^ the Congress to provide the temporary financial incentives 
that are needed to help alternative motor fuels overcome the mar- 
ket entry hurdles they face. We believe these incentives should be 
provided based on the alternative fuel content of any motor fuel. 

I echo the comments of the other members of this panel who en- 
courage the development of a true fuels policy. Unfortunately, the 
bill introduced by you, Congressman Shimkus, not only would not 
help promote alternative motor fuels, it would actuEtlly undercut 
the market for all alternative fuels, including for biodiesel fuel. 
This bill would have the effect of making all conventional petro- 
leum diesel fuel vehicles, quote, "alternative vehicles," even if they 
continued to operate solely on petroleum diesel. If this bill passes, 
there will no longer exist any incentives under EPACT, much less 
legal requirement, for anyone to acquire a true alternative-fuel ve> 
hide or to use alternative fuels. 

Let me explain. 

Under the Energy Policy Act, an alternative-fuel vehicle is de- 
fined as a vehide mat is capable of operating on alternative fuel. 
With a limited exception of fuel-provider fleete that are required to 
operate their vehides on alternative if it is available, the Energy 
Policy Act does not require fleete to actually use alternative fuels. 
By designating B20 as a alternative fuel, H.R. 2668 would have the 
effect of making every vehide that is capable of operating on B20 
a altemative-fiiel vehide under EPACT. This would not necessarily 
be a problem except for the fact that every vehide that today oper- 
ates on 100 percent petroleum-based diesel fuel Edso is capable of 
operating on B20 without any modification. With the wave of a 
pen, H.R. 2568 would mstke every diesel vehide on the road today 
a altemative-fiiel vehide for purposes of EPACT. 

It should come as no surprise to you that the environmental com- 
mimity is strongly opposed to designating 620 an alternative fuel, 
88 is the altemaUve fuels community as a whole. I would like to 
ask that two letters that I have, one a joint letter &om the Amer- 
ican Methanol Institute, the Natural Gas Vehide Coalition and the 
Propane Vehide Council that was sent to the Senate last week in 
opposition to the indusion of biodiesel legislation, the agricultural 
appropriations bill; and a joint letter of the Sierra Club, the Coali- 
tion for Clean Air, the Union of Concerned Sdentists, the NRDC 
and the American Lung Assodation, both letters strongly in opposi- 
tion to designating B20 as an alternative fuel be induded in the 
record of the hearing. 

Mr. &nHKus. Witiiout objection, so ordered. 

[The letters follow:] 
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AMraiCAM Mbthanol Institute 
Natural Gas Vehicle Coaution, Propane Vehicle Council 

July 16. 1998 
Tb« Honorable Thad Cochran 
VniUd Slates Senate 
Washmgton, DC 20510 

Tbe Honomble Dale Buupers 
UitHed Statea Senate 
Wathington, DC 20510 

Dear Senators Cochran anh BuuPEsa: We imdentand tbat the Senate mav 
eoDBidca- today an amendment to the Department of Agriculture Appropriationa UU 
that would add the provisionB of S. 1141 to that bill. S. 1141 would deaignate aa 
an alternative fliel under the Energy Policy Act of 1992 rEPAct^ a fuel mixture 
that contains 80 percent petroleum and 20 percent biodieael (B-20). The enactment 
of S. 1141 would be a major victory for imported oil and the opponenta of alternative 
flida. We urge jrou to oppoae this amendment 



gaa, methaiuJ, propane and B-lOO, would aubataotiaU^ nduce air ptdlution, eape- 
dally in uibao areas. Hundreds of thousands of Americana will have shorter livee 
because of air pollution. Hundreds of thouaanda more wiU e^MTience sbarnly cur- 
tailed outdoor activitieB because of air pollution, ^wnndmately one-half of urban air 
pollution is attributable to the use of gasoline and mesel in motor vehicles. 

Under BPAct, an alternative fliel vehicle ia defined as a vehicle that can mwrate 
on an altemative ftael. Since aiqr dieael-ftwled vddde oon operate on B-20. a. 1141 
would have the eStet of makingeveiy dieeel-fbeled vehicle in America an alter- 
native fud vehicle und« EPAct Fleets that are reouired to acquire altemative fUel 
vdddes under the law could meet their oUigations by acquiring conventional diesel- 



it operate their diesk vrtiidea on B^ be- 
1. 'ftiUB, £■ ■ " " ~ 

heirobUgi , ^ 

J gas, methanol and propane vehicle industries would lose 



cause it costs more than petroleum dieael. 'mus, S. 1141 would have tlw cAtet of 
allowing fleets subject to EPAct to meet their obligations by conducting budness as 
usual. While the natural gas, mettu " * 



a critical market development opportuni^, the ultimate loaers would be thoee Amer- 
icans who sufier the terrible efExts of air pollution and the American workers who 
have lost their jobs to imported oil. 

S. 1141 is a cynical attempt to repeal BPAct. It will not result in the use of a 
single gallon of biodieael fUel. We urge you not to abandon the effort to reduce oil 
importa anid improve air quali^ through the use of real altematlTeB to gasoline and 
dieael fiids. Plrase vote against the Craig Amendment 

John E. Lynn, President A CEO, Ameiiean Methanol Inlitute 
Richard R. KOLOdzibj, Preaitknt, Natural Oaa Vehicle Coalition 
Joseph L. Colanebi, Executive Director, Prt^xtne Vdude Coundf 



Sierra Club, Coalttion for Clean Air, . 

Union op Concerned Scientists, 
Nattjral Resources Depenbs Council, 

American Lunq Association, 

November^, 1997 
Mr. Paul mcArdle 
pTMram Manager 

OffKe of Energy Effiaeney and Renewable Energy, EE-34 
if. 8. Depar^natt of Energy 
1000 Ind^xndenoe Avenue, S.W. 
Waehinglon, DC 20S8B 

Dear IiIr. McArdi^: We in the enviromnental and puUic health community have 
been made aware a[ the Department of Enrasy'e conaideralion to daasify B20 as an 
alternative fiiel fbr uae In motor vehicles. We stronsjy oppoae this propoeal. Dea- 
'~~"bB20 as an altemative ftiel not only violat«s the letter and the spirit of Uie 



is caused by diead-fWed v^ddas. 
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llw rauons fbr not daati^'iiig B20 bb an altonuitive fliel ora well bunded by both 
precedent and a strict iuteipretation of EPAct Specific alternative Aid require- 
ments denoted in the BPAct are the following: the Aiel must a) fbster aubetantial 
environmental benefits, b) be aubstantiaUy non petroleum, and c) promote substan- 
tial msrejr security benefits, B20 does not meet the EPAct reauirements and thei«- 
&n shoula not be classified as an altamative fliel. It is not suMtantLally non-petrD- 
leum; B20 is primarily a petroleum product Finally, we believe that B20 wUl not 
promote substantial energy security benefits, as it vH provide a mechanism f<^ pe- 
troleum to maintain its grip on the vast roiyori^ of our nation's motor vehicle fuel 
moAet. 

One of the most important EPAct requirements mandates that the alternative 
ftiels foster substantial environmental benefits. AecordinB to an SAE paper, emis- 
sions of various pollutants {except NOx) decreased suniiBcantly as the po-centage 
of biodiesel incretwed. See M. 3. Grabosld, Roll & McCormick, Tranaient Emiationa 
from No. 2 Diead and Biodteael Blenda in A DDC Series eO Sngint, SAB-961166 
(1996). NOx oniesions, a leading source of health tJireatenins smog, are unaffected 
in biodiesel blends with less than 35 percent Uomass derived fiiel. Accepting a fiid 
which is 80 percent diesel not only violates Qie BPAct requirement, it diminishes 
any efforts being made to reduce the pollution caused tv diesel fliel use. 

In addition, there is overwhelming evidence that mesel-fUeled vehicles are the 
source of more than 40 percent of pollutants from motor vehicles and are also the 
primary transportation source of fine particulate matter <FH). Particles associated 
with the combustion of diesel, paiticulBte matter that is 2.6 microns in diameter 
(PM 2.5), have been determined by a growing number of leading medical experts 
to be a m^jor public health problem, contributmg to the deaths of 40,000 to 64,000 
Americans every year. 

EPAct also mandates that an alternative ftiel must be substantially non petro- 
leum. Section 301(2), 42 U.3.C. 13211 (2) liste dedicated alternative ^s as weU 
as blrads of methanol, ethanol, and other fliels provided that they constitute at least 
66 percent of the miicture. The biodiesel in B20 constitutes only 20 percent of the 
mixture, leaving SO percent of polluting diesel to remain. It is unacceptable for a 



fu^ which is 80 percent diesel to be classified as a clean altamative ftiel. 
final EPAct requiranent 
1 enei^ securiQr ben^tt 
ien wiD be more inclined to use B20. As the use of B20 does not require ex- 



Tb» final EPAct requiranent mandates that the altamative fliel promotes sub- 
stantial enei^ securiQr ben^ts. If DOE accepts B20 as an alternative fliel, fliel 



tensive Initial capital costs due to masting infirasbwrture. the cost to implement true 
alternative ftiel infrastaucture will become prohibitive and the incentive to do so will 
itimininK The effort to ael^ve EPAcf s petroleum displacement goal of 30 pwcent 
by the year 2010 will be undermined. 

DOE must not dassiiy B20 as an alternative fliel since it does not meet the re- 
quirementa outlined in the EPAct Less polluting, higher blends of biodiesel should 
be pnnnoted and will put biodiesel on a level playing field with other alternative 
fiwis (i.e. the 86 percent non-petrolsum components required of methanol and etha- 
nol). However, if B20 is dasslfied as an alternative fliel, the incentive to make mote 
espensive higher blends competitive will be eliminated. Most importantly, designat- 
ing B20 as an altwnative ftiel will set a pracedent aUowIng aOuet subaUntially pe- 
trweum fiids, such u refbnnulated ^jasoline, to vie for designation as alternative 
fuels. Ttie classification of B20 is neither le^ nor benefidaTper the overall goals 
of the EPAct and should not be approved. We look forward to hearing yotu- response 
on this issue. 

Sincerely, 

Paul Kneppbath, American Lung AMOcitUiort of California 

Linda Waade, Execudot Director, Coalition for Claiin Air 

Gail RUDERUAN FBUEB, Senior Atlom^, National Reaoureea Defense Coundl 

Dan Becker, Sierra Club 

Michelle Robinson, Urtion of Concerned Sdentista 

Mr. Sperling. Thank you. 

Even where there are very few, if any, of the new alternative fuel 
vehicles under the bill that could operate on B20, because accord- 
ing to its promoter, B20 costs 30 to 40 cents per gallon more than 
conventional diesel fuel, this bill therefore would allow fleets to es- 
cape EPACT requirements by magically transforming their existing 
diesel fleet vehicles into alternative-fuel vehicles without requiring 
those vehiclea to operate on B20. 
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To make matters even worse, under H.R. 2568, every one B20- 
capable heavy*duty vehicle would count as two light-duty vehicles 
for purposes of meeting BPACT altemative-fiiel vehicle purpose re- 
quirements. This provision would allow most fleets to meet their 
EPACT requirements without acquiring a single altemative-fiiel 
vehicle and without using a gallon of B20 or other alternative fuel. 

We are at an absolute loss to understand what the supporters of 
this legislation believe the bill will do for the B20 market. In our 
view, it will create an escape mechanism through which affected 
fleets completely will avoid using alternative fuels. 

EPACT already addresses the situation of a alternative fuel 
blended with conventional fuel. In the case of methanol or ethanol, 
there must be at least 85 percent by volume of these alcohols in 
the fuel. While DOE has limited authorily to reduce this percent- 
age to as low at 70 percent by volume, it can only do so if such 
reduction is necessary for reasons of engine start or other technical 
reasons. It would be unfair to ethanol and methanol to allow a 
blend that contains only 20 percent biodiesel to be an alternative 
fuel. 

In conclusion, we are happy that DOE is now looking at biogas, 
natural gas that is derived rrom renewable sources including farm 
wastes. It will be nice — believe me, it will be nice to work with the 
farm community on an issue instead of being on the other side. 

The Natural Gas Vehicle Coalition supports the increased use of 
all alternative fiiels, including biodiesel. We would support DOE. 
designating B85 as an alternative fuel. We also believe that in- 
creased use of B20 is a positive, and we agree tiiat there are seri- 
ous problems with EPAOT. 

But H.R. 2568 will not flx these problems. To the contrary, it will 
undermine the market for alternative fuels, including B20. We 
would like to work with this subcommittee and with the biodiesel 
industry to develop responsible solutions to the problems that exist 
under EPACT. We need to reduce our reliance on fbreign oil and 
to clean up the air now more than ever, and I look forvrard to an- 
swering your questions. 

[The prepared statement of Gilbert P. Sperling follows:] 



Mr. Chalmun, memberB of the SubeommittM, thank you for the opportiiiiity to 
appear befbre tou today. My name is Gilbert P. Sperilng. Since the Natural Gaa Ve- 
hicle Coalition% <NQTC) fbunding in 1988, I have aerviBd as its General Couned. 
tile Coalition'! 200^us membeia induda vdiide manu&otureta, baavy du^ endno 
manufacturere, NOV componrat manufacturere and suppliers, natural gas distmni- 
tion, teanamisaion and production companiee, euTiromnental and non-profit advo- 
cacy organisations, and fleet operators. The NGVC is dedicated to developing long- 
tenn maitots for NGVs and to ttie development of an NGV infrastructure, indudii^ 
fiiding ststions, manufacturing facilities, industry standards and industry traiidng 



programs. 

tIw NOV CoaUtion strongly oppoeea H.R. 2668 the "Energy PoUqy Act Ammd- 
menta of 1997." This legislatimi. In effiBct, would eviscerate the alternative fliel pn>- 
vtaiMii rf the Energy nlixy Act VEPAer) by aUowing every dieeel vehide in Amer- 
ica to be coosidereaan alteniative fiid vdiida without tequiring or nMulting In the 
use of a shide g^lm of ModJoaet Aid. Althon^ H appears that the Intent of tUs 
faOl is to bc^ l£e Uodiesd industiy, in eflbct it would provide very little benefit 
to the biodieeel industiy but csuse significant harm to &e othw alternative fUel in- 
dustries, and tiiia country'* efforts to ndue* petnUum importa and ImeU ofairpol- 
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Our oiguiixalion bdicrvw that the United Stataa mtut nduoe ttie um <tf pctb^ 
laum in can, trucks and btiaos. W« believ« firmljr that this Ctmunittae had it ri^t 
in 1992 when it took tlu laad role in crafting our nation'B goala of roducing petoo- 
leum uae br tan pwcent by the year 2000 and by thirty pwceiit by the year 2010. 
Tliig Conunittae always haa woriwd to reduce America's dependence on imported oil 
and can continue to & ao bv not taking nny Author action on KR. 2666. 

Americans tanjt^ unparaflded freedmn of movement and the economic prosperi^ 
that goes hand-m-hand with ooBveniuit and ine9q>Muive travd. But there is a price 
we pay fbr this freedom. Millions of Americans live in anas with unhealthy air 
guali^. The incidence of asthma and othw resplratonr ailments is on the increase. 
These problems particularly impact the most vulneratde in our society, children and 
the elderly. In most urban areas, moUle souicei contribute fifty percent or more of 
the pollutants that contribute to oione pollution. Mobile sources also add to the air 
substantial quantities of particulate matter, fasic matter, carbon moncmde and, of 
course, caibon dioxide. 

In addition to air quali^ rdated proUnns, our dependence on petroleum to fiiel 
otir transpwtation leaves us oontlnuidly vulnerable to ttte political instability of the 
Middle East and other oil aqmrting reglonB. Fw the first time in years, our level 
of dependmce on crude oil frtna the Middle East is ri^ng. Annually, our government 
spends billions of doUars to ensure the stabili^ of this region and to protect the oil 
BuppW lanes of the Persian Gulf 

tinfortunately, the price of gasoline and dlesel at the pvmp does not reflect the 
coat associated with these negative consequences of petroleum use. 

Mr. Chairman, the use of natural oas, methanol, propane, dectridty, etbanol, bio- 
diesel (BlOO) and ottiv alternative niels in vehicles is essential if we are to reduce 
our dependmce on petndeum and ensure that our diildren can breathe clean air. 
We urge this Committee to be uncompromising in its support t^efEbits to encourage 
the use of these Aids. 

Unfortunately, the "Ener^ Policy Act Amendments of 1997" is a step in the 
wrong direction, lliis legislation would undermine the national efibrt to increase Qie 
use m substantially non-pebtdeum alternative motor fliels. H.R. 2668 would des- 
ignate a fliel that is eightr percent (80%) petrdeum as an alternative motor fuel 
undw the Energy Policy Act (^PAct"). Mon than that, the enactment Into law of 



H.R. 2668 etfocov^ would destr^ the alternative fliels proerams of EPAct An al- 
ternative ftael vehide is defined in EPAct as a vdilde that is capable of operating 
cm on alternative fUel. If H.R. 2668 became law, it would have the cAbct of making! 



burning flids, not petroleum diesel. Let me explain. Currently, transit asracies 
across the nation are under pressure from local communities amd elected ^Qdals 
to reduce honnfUl emissions from transit buses. At ttte same time, tttese agencies 
are stewped for fimds, particulariy capital fbnds tow the acquisition of new equip- 
ment Given the choice between a B>20 copoUe bus (in othw words, a conventional 
diesel bus) and a natural gas bus that costs up to $30,000 more than a ctmventional 
dieeel bus, we believe IhSt transit agencies will ^ fbr a B-20 capaUe bus. More 
than that, the transit agency will opwate ita *B-2<r bus on conventional diced ftiel 
since B-20 ia mart aqmiuioe than conventional dieael and EPAct doet not require 
alternatioe fuel vehidet to be opcvtecf on altentative fuela. 

Unlike B-20, natural gas replaces one hundred percent (100%) of the petroleum 
that otha-wise would be used in a dedicated bus, truck or other dieeel vehicle since 
a dedicated natural gas vehicle can operate on natural gas only. Even a bi-fbel NQV 
is likely to operate on natural us since natural gas coeta leas than gasoline or die* 
sd. Fleets tut acquin bi-ftul NGVs realise cost savings when operating tm natural 
gas. In addition, these buses provide veiy substantial reduetinis in smissions of 
baimflil pollutants. The aame cannot be said B-20 cwable buaes, even if those buses 
actually t^erate aa B-20. A is our Mtsf thca all B-SO eapcMe vMdn an fiikeh' to 
optrat* on petnUtm dktd bteauat cf iht cott penalty a i to d a tid with using B-20. 
mth NGVs, petroleum use is reducea and air quality is improved. With B-20 cspa- 
bia vdiidea, then will be no roduction in the uae of oil and there will be no ted 
envinminentd benafita. 
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uid refined on a M^partiMn baiia by die Coagnm. Ibe AFV prognm in EPAct ia 



dinrtad at ■Iternative ftiala that &c« aJgniflcaTit ma^at entry banien. Tliroui^ a 
balanced aet of Incentlvea and Beet reqiAremanta, the AFV pniviaianfl in EPAct ara 
intended to help atimulate eaily donand for alternative ftiels. RecogniEing that the 
tnM coata of gaatdine and diced are not rafieded in the price a conaumer pa^ 6a 
thoaa ftiala u tba pump, EPAct nrnkit to make non-petroleum fuela atbacbve to 
□eeta and odier vduda owncn. 

Importantly, die non-petroleum fiiela identified In EPAct fkce aignifieant obatadea 
to nuuket peneteation. Unlike B-20, fiv which vahiclaa already are on t^** roada 
(every diMd vebida on the road tod^r ia capaUa of opovtiiw on B-20) and a fiidins 
inftaatructare already esista, the altemativa fliela identiflea in EPAct (including B- 
100) have neitho- vehidea nor fiiding readily available. Hundreda of milUona of dot- 
lara of invaatmant bava been naedao— and nill are needed — to deaign and manufac- 
ture natural gaa, propane, methanol and electric vdiidea. Even more inveatment ia 
needed fi>r tba fiieling infraatrueture neceaaaiy for thaae alternative ftiel vdiidea to 
have the t^portunitv to gain conaumer accoptance. It ia theae problems, tba need 
for vdiidea and Aiwng infrastructure, that the EPAct alternative ftiala program ia 
intended to addreaa. 

In addition, EPAct Is fiexible enough to include other ftiela that face prablema 
aimilar to thoae confronted by the natural gaa, methanol, propane, electnc vehicle 
and B-lOO induatriea. Section 301 of EPAct, 42 U.S.C. § 13211, provides the Sec- 
retary of Enerey authori^ to add new alternative ftiela to the EPAct alternative 
ftiala program. The atatutmy language of thia provision givea dear meaning to Con- 
icreasioaal intent when it o 
nnaa "altemativa Aid' as: 

Methantd, denatured ethand, and other ak^iols: mixturea cmitaining 86 per- 
more (or auch other percentage, but not laaa than 70 percent, aa deter- 
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traletun gaa; hydrogen; coal-doived liquid fttda; ftiels (othw fi 

rived mat tnological material^ aleetridty (induding dectiidty from aolar en- 
ergy): and «w othtrhid the Secretary deUamiiKt, by rule, ia eubtlantiaily not 
petroleum and would yidd aubelantial energy seearily benefits and aubttan^ai 
emiironmental ben^Sta. 
Thua, to add a new fiiel to the list of altemative fuela In EPAct, the Secretary 
must determine that Iha ftiel ia substantially non-peboleum, that it yidds substan- 
tial energy security benefita and that it yidda suoetantial environmentd bene&ta. 
In othw words, in providing the Secretary of Energy discretion to add new fUds to 
the list of alternative ftiala in EPAct. the Con^vss made clear that the new ftid 
should have attributes similar to the fuds alrea^ designated by statute to be alter- 
native ftielB. B-20 Quia this test 

First, B-20 is eif^ity percent (80%) petroleum. It siroply la unreasonable to claim 
that a Aiel that ia ei^tjr-pwvant petroleum is "substantially not petroleum." EPAct 
provides very dear guidance with reapect to the indusion ta Aid hlends. Fuels that 
ara blended with pc^leum products must be at leaat eigh'h'-five percent (86%) non- 



petroleum Inr vdume to be conddered dtemative ftiela. "niis percentage onhr can 
M lowered for reaaons relating to cdd start, saftty or vebide ftmctions, and then 
only to a minimum of aeven^r percent (70%) metbuid or ethand by vdume. More- 
over, there ia nothing in EPAct or its Unslativa histoiy to believe that Congress 
wanted one standard to apply to Uenda « alcdid widi gasoline or other flids and 
another to apply to ftids that ara not alcohol. 

Loddn^ at this issue from the perspective of enogy content as opposed to on a 
vdumetnc baaia alao doea not hdp B-20'a canse. In tiie case of blends of ethand 
or methand with gasoline, the substantial majority of uiergy content is derived 
from the alctdid-based Aid. In die case of M-86, appruzimatdy sixty-six percent 
(66%) of the txaam content comee from methanol. B<mi if M-70 is considered, more 
than Bfty pMcent (60%) of the enragy content is from the methand in the ftid. 

SecMM, B-20 offers ndther the energy sacuri^ benefits nor the environmental 
bnaefits (f the alternative fiiels listed in EPAct As sUted previoudy, eveiy diced 
vdiide in America can opwata on B-20. But B-20 costs more than conventional die- 
sd ftid and there is no econranic benefit to diesd vebida operatora that is large 
anou^ to ofiiMt this cost penalw. Therefore, adding B-20 to the list of dtemative 
ftiela in EPAct will not reduce tne use of petroleum. Statements that B-20 will re- 



duce petrdeum consumption by twenty percent (20%) ara just that — unsupp<ntad 
words. There is no credible evidence that this would h^pon. 
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Moreover, while EPA hae concluded that ■ dieeel bue modified witb a saw cata- 
lytic convert^' Itas lower emiasiooa when operating on B-2C^ the really ia that the 
new emiadons hardware ia responaiUe fi^ moat of the environmental bmefit If the 
■ubatantial environmental benefit teat in EPAct can be so li^tlv met by adding a 
new catalytic CMivetter, then the door ia opened for nrariy all tuda to be altama&ve 
ftiela. 

As the Subcommittee ia aware, the aponaors of B-20 have attempted to convince 
the Secmtary of Enovy to uae his discretion under Section 301 of BPAct to add B- 
20 to the Acfs list of alteniative Aids. Secretary Pena has forwarded a letter bo S«i' 
ator Johnson opposing S. 1141, the Senate com[>amon to H.R. 2666. Id that letter. 
Secretary Pena atates that S. 1141 "could possibly allow conventional vehicles to 
qualify OS alt«native ftiel vehicles under [EPActI, affect the nature of BPAcfs light- 
du^ alternative fiiel vehicle proaram, and aerve aa a sateway for other blends with 
low non-petroleum content into ue EPAct alternative nid vehicle program." 

The Department of Energy ia not the only agency to express Its concern about the 
impact of induding B-20 aa an alternative fuel in EPAct. Hecently, the National 
Highwar Traffic Safe^ Adminlatration CNHTSAI denied tile petition filed by the 
National Blodleed Board to daasJA B-20 aa an alternative fiiel for purposes of the 
Corporate Average Fuel Economy ftogram. According to NHTSA 

"[bliodieoel that ia derived exduuvely from orguiic material (neat biodieeel) is, 
under [the law], clearly an alternative fiiel and NHTSA believea that the exist- 
ing definition uid regulations leave no doubt on this point Blodieed Uenda 
wMch sre lubatantialfy petroleum, such as B20, ore not alternative flwli under 
[the law] and the agency cannot deem them as such." (emphasis added) 
In truQi, if H.R. 2668 is passed, «4>ere do we stop? If B-20 la an "alternative ftiel" 
what about B-10, E-10 or H-10? What rational ground exists to draw a dividing 
line? Cons-eaa addresaed thia isaoe when it included the worda "substantially not 
pebvleusr in the statute and set M-S6 and B-S6 as the benchmarks fbr blended 
fuels. ChanginE thi« beQciunark to add B-20 would effectively eliminate all meaning 
tnm the term "alternative fUel* and eviscerate the alternative fliel vehicle programs 
in BPAct 
Conctunoa 

For theee reasons, we urge the Ciwnmittee to rqect H.R. 266S. In crafting the al- 
ternative fliel veUcls provislona of EPAct, Congress thoughtfiilly analysed Uie mai^ 
ket penetration obstacles that confronted alternative ftide. 'Hw (Toiup-eea balanced 
the needs fbr energy sscuii^ and environmental bensfits with ths desire of indus- 
tziespriMnotiiualtemativea to gasoline and dieeel to gain a ahare of the moi^et for 
vehicle flida. H.R. 2668 would undenmne this balance. It would result in increase 
oil importa and increased levels of pollution without helping the financial wellbeiiig 
of the f\iel indusby it is intended to support. 

Mr. Shimkus. I am going to juat continue and miss my adjourn- 
ment vote, which I hope wul not be — hold me accountable. 

Our next witness is Mr. Bob Sellers, Supervisor of Maintenance, 
Kansas City Area Transit Authority, and welcome. 

STATEMENT OF ROBERT E. SELLERS, MAINTENANCE SUPER- 
VISOR, KANSAS CITY AREA TRANSPORTATION AUTHORnT 
Mr. Sellers. Grood morning, Mr. Chairman and members of the 
committee. My name is Robert Sellers, and I am here tenday in my 
capacity as a Maintenance Supervisor with the Kansas City Area 
Transportation Authority. I would like to thank you fbr inviting me 
to testify today. The Kuisas City Area Transportation Authoritv 
operates 273 <uesel-powered transit coaches in Kansas City, whicn 
provide mass transit bus service for the dtizens of Kansas City and 
the surrounding metropolitan area. KCATA coaches operate over 7 
million miles per year and consume over 2 million gallons of diesel 
fUel annually. As transit systems go, we represent mid-range in 
terms of number of buses and fuel consumed per year. 

"nie KCATA has investigated a variety of options for meeting 
local, State and Federal clean air alternative fuel regulations. 
KCATA continues to evaluate the options which can provide the 
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moat cost-effective solutions for meeting its customers' needs while 
complying with these laws. As part of uiis effort, KCATA has been 
involved in a program to evaluate the use of biodiesel. 

In March 1997, the KCATA was approached W Dr. Richard Nel- 
son of Kansas State University and MARC IV Consulting, LLC, a 
consulting firm that works wim the biodiesel industry, with a pro- 
posal to okmonstrate biodiesel made from beef tallow in our buses. 
Beef tallow is a by-product of the beef packing industry, a leading 
industry in the S^te of Kansas and the Midwest in general. After 
some discussion and approval by the KCATA Board of Commis- 
sioners, tiie authority agreed to fuel four KCATA coaches with a 
blend of 20 percent beef-tallow-derived biodiesel and 80 percent 
conventional petroleum diesel fuel. Funding for the effort was pro- 
vided by a variety of entities which included the Kansas Value 
Added Center, the Kansas Corporation Commission, the Fats and 
Protein Research Foundation, with the m^rify of the funds com- 
ing from the Western Regional Biomass Energy Program of the 
U.S. Department of Energy. 

The teat began in June 1997 and ended in March 1998. Biodiesel 
was delivered in tanker truck lots of approximately 6,600 gallons 
and blended and splash blended with uie corresponding amounts 
of conventional diesel fuel needed to make it 20 percent biodiesel 
blend, or B20 as it is known in the industry. Four buses running 
on B20 ran over 90,000 miles and consumed 28,000 gallons of the 
blend in our teat. I am here tod^ to ahare the results of using bio- 
diesel B20 with you. 

The highlights of this test were the B20 was splash blended eas- 
ily in existing tanks located in our adult facility with no modifica- 
tions to tanks, pumps or other fueling infrastructure other than 
necessary to ensure that B20 buses were not inadvertently fueled 
with conventional diesel fuel. 

No changes were made to the engines, buses or refueling system 
other than to ensure a separate i^tem was used for the B20 for 
the test. 

The fueling of the buses occurred normally, with no difference be- 
tween the B20 fueling operations and the diesel fuel operation. 

The B20 buses operated without incident, with no additional 
maintenance or service requirements compared to diesel fiiel. In- 
spection of the iivjectors and engines after B20 use by KCATA 
maintenance staff showed no adverse effects of using B20. 

Driver surv^s regarding starting responsiveness, pick-up, power 
were positive for the B20 buses. The fuel economy of using B20 was 
similar to that of pure diesel fuel emd varied from an increase of 
2 percent to a decrease of 6 percent depending on the route, idle 
time and fuel calculation method. 

No spare parts inventory, mechanic retraining test or ongoing 
maintenance was required for the test. 

A visible reduction of black smoke occurred with the use of B20, 
and there was a noticeable improvement in exhaust odor. 

Tliis project generated positive response with the local citizens 
and the media. 

KCATA found the use of B20 to be comparable to existing diesel 
operations and easy to implement. It was well received by the m»- 
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chanics as well as the public, which ia an important factor for 
KCATA as it moves forward. 

This test has served to prove to KCATA that B20 is technically 
feasible. When considering the entire cost of operation, in other 
words, the cost of purchase of new buses, fiielijig infrastructure, 
mechanic retraining — which KCATA must do as a transit system — 
B20 represents a feasible, cost-effective option as an alternative 
fbel. 

KCATA must consider all the options when making decisions on 
which technology and fbels to purchase in order to meet customer 
needs and various local. State and Federal regulations. I encourage 
Congress to designate B20 as a alternative fuel so that KCATA, as 
a transit agency, may have as many cost-effective, technically fea- 
sible options as possible available to it as we move into the next 
century. 

Iliank you for your attention to my testimony. I would be happy 
to answer any of your questions. 

[The prepared statement of Robert E. Sellers follows:] 



Good morning Mr. Chairman and monbm of the Committoo. My name is Robert 
Sellen and I am hna today In my capacity a> a Maintonanco Suparvisw with the 
Kanaaa Ci^ Aroa 'Rraniportation Auuiori^. Due to the about nonce I received to 
prmare Sat thia hearing, my remarki will reflect my obaervatiooa aa a KCATA 
Maintenance Superviior, but do not formally repreorat the views of KCATA. I would 
like to thank you for inviting me to toetifir today. 

The Kansas Ci^ Area I^ansportation Authority operates 273 dieael powered tran- 
sit coaches in Kansas City, wmch provide mass transit bus services for the dtisens 
of Kansas City and the surrounding metropolitan area. The KCATA coaches operate 
over 7 millioii miles per year and consume avtx 2 million gallons of diesel fliel annu- 
ally. As toansit systems go, we represent the mid-range in terms of number of buses 
and fiul consumed per year. 

The KCATA has Inveatigated a variety ctf options fOT meeting local, sUte, and fed- 
eral clean air and altwnattve Aid regulationa. KCATA continues to evaluate the op- 
tions which can provide the most cost eCEective solutions for meeting its customers 
needs whOe comp^ing with tltese laws. As ^art of this eSbrt, KCATA has been In- 
volved in a program to evaluate the 't ti* of Inodieod. 

Id March of 1997 the KCATA was approached bv Dr. Richard Nelson of Kansas 
State Universit; and reprasantativeB or MAHC Iv Consulting, LLC, a consulting 
Brm that wmka with Qie Uodiead industry, with a propoaal to deuKinatrato Uodie- 
sel made from beef tallow in our buaea. Beef tallow Is a oy-prednct of the beef pack- 
ing industry, a leading industiy in tlie state of Kansas and the Midwest in general. 
After some disctission snd approval by the KCATA Board of Commissi oners, the Au- 
thor!^ agreed to fiiel finir KCATA cosdma two equipped with Detroit Dieael modd 
««« ___, J , ,__.j _i.^ rt. !_g model Mil engines— with a blend 



Hw tast b^an in June of 1997 and ended in March al 1996. The biodiesel wss 
ddivered in tanker truck lote of sntrozimatdT S,600 gall<ms snd splash blended 
with the coneapondinc amount of amventional dteel SuH n e ed e d to make a 20% 
biodiead Uetvd, or B2u as it ia knovm in the industry. Hie four buses running on 
B20 ran over 90,000 miles and consumed over 28,000 gallons of the bluid in our 
teat I am here today to share the resulta using Uo^esel and B20 with you. 

Hm hi^li^to of this t«st were: 
1. Hie B20 was splash blended essily in azisling tsnks located at our fisdlity with 
no modiflcaticms to ^ tanks, punvs iv othw fVieUng infrastructure oUier than 
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tJiat necMaary to enstire the B20 busaa were not inadvertentl; Aided with con- 
ventional dUul fliel. 

2. No changea were made to the enginea, buaea, or refueling aystem other than to 

ensure a aeparate ayatein waa used for B20 for the teat 

3. The flieling of the buaea occurred normally, with no diSerence between the B20 

ftieling operationa and the diesol fUel operations. 

4. Tb» B20 buaaa opmatti without incident, with no additional maintMunce or 

service raquirements compared to dieael tati. Inroection of the iiQectc«s and oi- 
ginea after B20 uae faj IKATA maintenance staff ahowed no adverse affects of 
uaii)gB20. 
B. Driver aurveja rwarding atarting, reaponaiveness, pick-up, power, etc. were posi- 
tive for the B20 buaes. 

6. The fliel economy using B20 was similar to that of pure dieeel ftiel, and varied 

from an Increase of 2% to a decrease of 5% depending on the route, idle time, 
and fiiel calculation method. 

7. No additional apare parts inventory, mechanic retraining teat or ongoing mainte- 

nance waa required for the test 

8. A visible reduction of Uack smoke occurred with the uae of B20, and there was 

a noticeable improvement in exhanat odor. 



mparsble to eriatlng diesel operations and 
eai^ to implement It was wdl reetived by the mechanics aa well as the public, 
which la an impcNtant fiictor to KCATA as tt moves forward. 

lUa test haa aerved to prove to KCATA that B20 is tec hn ically foaaible. When 
considering the entire cost of operation, in other worda the cost of purchaae of new 
buses, fu«ing ii^sstructure, mec^iBmc retraining, etc.-^which KCATA muat do aa 
a transit syinem — B20 repreaents a fitasible, cost effective option aa an alternative 
ftael. 

KCATA must consider all of the options when making dedsiona on v4iich tech- 



atate, and federal regulatioas. I encourage Congress to designate B20 ss sn sltsr- 
native fUel so that KCATA, as a transit agency, may have aa mai^ coat affective 
snd technically feasible options as possibls available to It aa we move into the aact 
century. 

Thank-you for your attention to my teatimony. I would be hapi^ to answer any 
of your questions. 

Mr. ROGAN [presiding]. Thank you, Mr. Sellers. 

And for those of you who wonder about career opportunities in 
government, I would note parenthetically that only in Congress 
could a Member wander aimlessly into a room, as I did a few min- 
utes ago, and instantly be promc^ed to chairman of the committee. 
Keep that in mind as you are seeking your next career opportuni- 
ties. 

Our next witness is Mr. Russ Teall, Director of Legislative Af- 
fairs from the Biodiesel Development Corporation. 

STATEMENT OF RUSSELL T. TEALL 
Mr. Tball. Thank you, and I certainly hope Mr. Shimkus made 
it in time for his vote. 

Aa you stated, my name is Russ Teall. I am the Chairman for 
the Biodiesel Development Corporation. Our business has been to 
provide l^slative and rwilatory consulting, first of all to the larg- 
est biodiesel production fadlil? m the United States, NOPEC Cor- 
poration, which in fact made the fuel that Mr, Sellers used out of 
the beef tallow and also looks at raising capital and developing new 
biodiesel plants throuf^hout the United States. We think that with 
the passase of this legislation there is a significant opportunily for 
biodiesel facilities to spring up throughout the United States. 

Mr. Schaefer asked us to primarily address the importance of 
this legislation in terms of the Energy Polii^ Act goals, and the 
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goal, of course, is to displace a reliance on foreign petroleum; and 
the reason for that importance I think is pretty self-evident. 

The president of the American Petroleum Institute was on the 
evening news a couple of months ago, and in response to one of 
Dan Bather's questions, he said, "Well, we have a 60-year supply 
of petroleum right now, given current levels of demand." And that 
was lihe part to me that was chilling, because the current levels of 
demand aren't going to be there for the next 20 years. We are going 
to see Third Worla countries and developing nations demanding 
their share of transportation technolo^ and developing their own 
life-styles to the level that we have nere in the United States. 
Given current levels of demand, we just arent going to have 
enough petroleum. 

We are going to have to face this sooner rather than later, and 
petroleum politics, as we all know, has led to the development of 
the Enei^ Poli<7 Act back in 1992 with the Gulf War situation. 
It is still a continuing problem. It is going to be a problem in the 
future. So it is best to address this problem now to try to meet the 
goals of EPACT, rather than roll them back. 

I think it is significant that the accomplishments in terms of dis- 
placing petroleum have occurred primarily because of the Clean Air 
Act in coi^unction with the Energy Policy Act. No law exists in a 
vacuum. It all becomes part of the public code, and hopehilly there 
is S3mei^ between these different laws to help accomplish certain 
objectives. 

The ai^ument that by adopting the Shimkus legislation, all vehi- 
cles become altemative-fiiel vehicles, I kind of have a mixed re- 
sponse to. I happen to think that that is great. The fact that :^u 
can easily implement an alternative-fuel strategy without replacing 
the entire tmasportation infrastructure in the United States, I 
would claim is a benefit, not as a criticism. 

Now, instantly passing this law doesn't create these vehicles. Hie 
manufacturers still have to provide warranties, you still have to get 
EPA certification, you still nave to comply wiui the requirements 
that are set up with other portions of the law. 

Now, if these vehicles suddenly become alternative-fuel vehicles, 
Mr. Sperling's argument is that nobod^ is going to use the fuel be- 
cause it is more expensive. Well, in point of fact, people do use the 
fuel. When they get a biodieseJ venicle, the U.S. Postal Service 
does, in fact, use the fuel, and the reasons are because of the re- 
quirements of other laws. If you want to reduce pollution and com- 
ply with the Clean Air Act and simultaneously comply with 
ErACT, what you are going to do is require an altematdve-fuel ve- 
hicle run on thiat fuel and t^ to get it included in your State imple- 
mentation plan. So you have got these two acts, as we have seen, 
worHng in concert together, so you have fuel use, a credit with 
EPACT for using that that fael under the Energy Policy Act 
Amendments we are providing and an incentive under the Clean 
Air Act. So we are providing an opportunity here for these two 
pieces of l^slation to work together. 

Is biodiesel unique in that particular respect? I would submit no. 
If you look at the natural g^ vehidea that are available, 77 per- 
cent of them are bi-fueled vehicles. That means that only 23 per- 
cent of them are dedicated vehicles that absolutely have to use nat- 
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ural gas. The other 77 percent have two tanks, as Mr. Gay pointed 
out, and if you look at the DOE's Web site, you will see mat those 
tanks provide an average of 26 percent natiural gas storage and 74 
percent petroleum storage. 

Now, why is that if people are going to use natural gas after they 
buy these vehicles that you provide 74 percent of your storage for 
petroleum? It is an intrarestmg question. The answer that I have 
gotten from the different departments of transportation we have 
worked with is that the natural gas infrastructure just isn't there. 
If they go to a — or heavy-duty vehicle other than in a transit situa- 
tion and they need to move these vehicles throughout the State as 
part of their maintenance program, they have to rely on conven- 
tional fuels. 

Finally, I urge you to take action. We have been asked here 
again to sit and wait, and we have been sitting and waiting for 3 
years. It is called death by delay. I dont anticipate any time soon 
the proposed rulemaking is going to be able to solve our problems. 
It is an invitation to iurther discussion, more public hearings and 
a dilution of the regulations and rules that we need that only Con- 
gress can provide for us at this point. 

Thank you very much. 

[The prepared statement of Russell T. Teall follows:] 



Mr. Chainnan and Memben of the Committae, it is an honor for me to repreaoit 
tbo biodiaaal industi; at tliis important bearins rmrditig H.R 2668. the ''^amv 
Pabey Art Amendmente of 1997.^ Althou^ I nana befora you individually today, 
tbo views whidi I am preaenting repreaent a cooaensua among the leaden ti toe 
biodieael induatty, aa repreaantedl^ the National Biodiaaal Board and tha Biodiaaal 
Coalition. My intention todi^ ia to vigoroualy aupport the poaaage of H.R. 266S on 
behalf of the biodiaael induivj. 



T way d back^mund I would dirert your attention to the attached paper enti- 
uea, "TOodieaal as Part of a Sustainable Kneray Policy" «4iich waa presented at the 
Third Annual National Clean Citiea Stakeholders ConGsrance last June. To summa- 



riie from that article, 

"Biodiead is a renewable, biodegradaUe resource which can be eSeetively 
utiUzad OB part of a sustaiiiable enngy policy tat any region of tha United 
States . . . It ia virtuallr nontoxic and haa Men liated by the USDA a> a £aod 
procaaaing agent tn numan consumption. As a substitute for, or additive 
to, petnleum dieael it can reduce emiaaions of NOx, CO, hydrocaibona and 
paiticulataa. 

Biodiesel is made from Srst use and used vegetable oils, and tallow. The 
first dieael engines developed t>y Dr. Rudolph Dieael were run on peanut 
oil. Biodiesel can be uaea in modem dieael engines without conversion 
which meana that the existing infrastructure, inrlniUng vehicles and fueling 
fadliliae, can be used with little or no modification.' 
Several bJodleael im>ducera have proceasea which use recycled cooking oils from 
reatauranta and animal fats from alau^ter houaaa. Theae waste products offer even 
bettw environmental returns. KodJcad 'doaes the loop" by utiliong waste products 
to iireduce a clean bumiDE altemativie to petroleum mead. Combined with the use 
of virgin soy and canda ou, theae mixed feedstock t«chnologiee will lead to substan- 
tial roductions in the price of Uodiead. 

Bic dieael is also virtually nontadc and is the only recognised alteniativa fUal to 
suGceasflilly comidete Tier 1 Health EBBscts Studies estaUiahed I9 the US BoviroB- 
mental Protection Agenqr. In addition, Uodiead hdpa reduce mmboaaa gases. Aa 
a surfiue source of hydraeazbon it has been estimated by a French Modissel lift- 

^ile study that for eveiy gram of COj produced tqr burning tuodieael, three grama 
COi are abaiMted by the planta whldi are grown to preduee the feedstock oil used 
in biodiesel pradudion. Compare this to petrolsum and the otlwr fbssil and gaseous 
flieb that are non-renewable, finite resources and whan burned introduce new COi 
and hydroearbona into the aunkce atmoaphare from subterranean aoureea. 
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Hu fbciu of HJL 2668 iB to defina B20 (a 20% blend of biodiead with 80% petn»- 
l«um di«ad) aa an alt«nuitiv« fUel. BlOO (100% biodi«Ml) is currently the oijy form 
of Uodieael quall^ing aa an altarnatiTe tiiA; tdendad biodieael in an^ proportion is 



are warranteed and certifiM to nm on whatew bland level the manuiacturco' 
chooeea, above 20%, to quali^ as biodiaael alt^native Aided vehiclea, I would like 
to point out that to date, no Anterican-made diesel englnea are so warranteed and 
certified. It will take paaaage of this l^islatlon to create the maitet incentivea for 
the engine manuiiBcturers to make biodiead vehiclea just lilce it took EPACTs origi- 
nal paaaage to create ethanol, propane and natural saa vehiclea. 

As Subcommittee monbers know, one of the prunar; oktjectivea of EFACT ia to 
reduce the US reliance upon imported petroleum tar tranapOTtation fliel. EPACT re- 
quires the U.S. Department of Energy (DOB) to help find a wav to displace 10% 
of our reliance on imported petroleum bj the year 2000 and 30%^ the year 2010. 
TheM are veiy ambitious coiectivM and are Koing to be veiy difficult to achieve 
given the current prognuna. 1 &d that Quae o^jecavea are also a very good indica- 
Bon of "congressioiial intent" as to what "substantial' means in terma oi the petro- 
leum diaplacement language regarding "subatantially not petroleum." Hw truth ia, 
that this criticiBm is labeled against ffiO, or anjy number me than BlOO, by the pri- 
vate and public intereata that want to keep biodieael out of what they conaider to 
be "their' mvgram. OQierwise, how could DOB a^ that 30% la ^substantial* 
enoudi, in terms at income, to require a fiiel producer to purchase alternative fuel 
vehiclea but ia not "Substantial" enou^ to allow that fliel producer to realistically 
partjdpate under those bum tawa ana r^ulations? 

Currant DOE and EPACT standarda require public and fliel praducer fleets to 
purdiaae an increaain^y larm number of alternative ftieled vehldea. These same 
mandates may soon be ^rtei^ed to municipal and private fleeta as well. However, 
although there is a vehicle parehaae requirement, there it no require/nent for most 
of the regulated fleeta to actually uae tutemative fuels (the only fliel uee mandate 
under ^ACT is for the alternative Aid producers themselves). The ottjective of 
EPACT is to i<ii^lfi» our rdiance upon imported peboleum, yet the implementation 
■trategy is to require the purchase of vehiclea which mKj or may not actually be 
run on alternative ftials. 

"Hie alternative fuel vehide nurchase requirements were meant to encourage the 
development ^altnnative iUel technologies— both vdiides and fiida. All indicationa 
from oconeslic vehide manufacturers, unlike thedr European eountenarts, an that 
thn would be interested in devdoping certified and warranted vdi&les which ara 
Mitunlsed for B20 use, but that they are not interested in optimlting vehicles for 
BlOO ta neat tnodiead. Designating B20 as an alternative fbafwlll attract the vdii- 
de manufactures to build, certify and warrant the next generation of dean burn- 
ing B20 vehidea. Then has already been a substantia] improvement in emiaalon re- 
ductiona with the new dlesd engine designs. If B20 la ^proved aa an alternative 



ftid thwa irill be even nunv incentive tat enidne manuiaaurara to improve «iiiting 
ttod fiiture engine Itoes to take advantage 3[ the superior emission characteristics 
of B20; characteriatica which actlvdy complement and enhance the eSiKtivenesa of 
paadve emiadon reduction techndogy. 
Aa we look to build the Inidge to advanced dean transportation technology, the 



a to promote veUdea which raquin a complete replacement of the exlating 
transpwtataon infrastructure if there are leas eipenaive and mora effective dter- 
nativea? To implement a totd natund gas, propane ot electaric vdiide strategy now 
Tf^ ^l^ ^ny that all szistiDg vehiclea, fUeling and distribution infraabucture and mainte- 
nance must be replaced at trenundoua cost Pocuaing on alternative fjels which ara 
compatible with existing infrastructure and tedmdogy makea much mora aenae. As 
Amarica's domestic renewable Aids, both biodiead and ethanol qualify in this re- 
gard. 

Yet current govemment pdides for the in^ementation of EPACT stress a dedi- 
cated vddcle approach. The Executive Branch, despite Congreasional language to 
the contrary, cpanly favors dedicated vehidea over dual-ftiewd vdiidea which can 
run on dtunative tiiels and petrdeum or a Uend thereof. Time and time anin at 
oveiy public hearing DOE baa hdd on EPACT, the r^fulated fleet ownera ana oper- 
atora nave made two things dear one, Uwy overwhelmingly prete dual-fbeled wii- 
des (tf boUi ^rpea— gaaeous-fUded and renewable-fUeled: and two, they want some 
kind of credit or incentive fbr alternative fiid uae. DOE oould, if it so chose, meat 
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UiOM na«d> throii|^ its hi4>lementation ot BPACTb BlternativB fiul vdiide pur^ 
cbMO credit ayvtem and Utrough EPACl*! raplacwnent ftwb program. But DOE haa 
&iled to do 80 bwaua e of Mnremment preCmncea fbr enansive dadieated vdiklea, 
a^onnve now fiieling infiiutnietuTe and th« perceiTea naad to promote gasaoiu 
fiiala iinit*««1 of rsnawable Aula. 

So, to anawar tha Subconunittaa'a aacond point- no, DOE haa not davdopad an af- 
fective altamativa fiial vehicle program or an aB^va replacement ftwla program. 
And I dont aay thla simply becaiua DOE nxivenientlv '%rgot" to include DJodieael 
in their rqtiacemant fliua report to Compeaa, even tnough DOE had already ^Ba- 
ignatad neat Uodieael aa an alternative nid and a rmtacement fati. I aay tma be- 
canaa DOE admits in its own report that the vahicle-centMed ai^roach will not 
addeve EPACTi 30% by the year dlsplocanent goaL 

To anavrar the Subcnnmlttae'a third point: no, I de not believe that DOE can take 
oadit fbr meeting tha 10% 1^ the year 2000 diaplaconent goal. Again, in DOE'S own 
reidaccmntt fiid reptnt, tha Eno^ Inlbrmation Agency nu reported that the only 
raaaon wa are cloae to adiieving the 10% di^laconent goal is because of the refbr- 
molatad gasdine requirement undo' the Clean Air Act 

Going bat^ fbr a moment to tha SubctHnmittoe's second point: if DOB had wanted 
to suggaat a viable replacement fiiel program tiiey would uae thor own information 
aa tbeuais of a report to Congreaa to auggeat that Congreaa require an appropriate 
bland of oiygenataa derived from domestically produced renewablea in aJl tranmor- 
tatioit pitl* at all time* inatead of only v4ien oeceaaaiy to improve the emismoos 
of macdlne vehidea during periods of bad air quality in pacific regions. 

ftnally, to answer tite Subcommittee's last point, B20 makaa sanae environ- 
mentally, technically and ecooomically. We all live in a world of limited flinda. If 
mon<9 were not a conaidavtion, we could move immediately to Aiel cdl powered 
buses at over 11,000,000 each, but this is not practical. We must optimise our envi- 
ronmental budget and get the biggest "Iwng ibr the buck." In terms of particulate 
mattw emiasiona bom dieae l en^nea, with which thrae are Increasing envirwi- 
mental and health-related concerns, tnodiead uae leads to substantial reductiona. 
B20proivideafi>r50%ofthatotalpaitic ' ' — ' ' ■• • • - - — 

In ouiar worda, there is a much oette 
if you have a limited budget, to uae 9 
vehicle. 

B20 has been eztensivdy tasted b; 

a, ft is easy 1 

inplac«, andit isonly tfaen.__ ___. _. , 

__ . r better than petraeum diesel in tnms of power, torque, range and cany- 

ing cwadbr. It baa bmh hitter eetane and better lubrldly than petroleum diead. 

iT-iiu. „ «..i..j uu-T^ Wodiesel can be used in existing vehiclee with 

J infraatructuree, atwee and oandlee men 
not require the retnininc of mechanica 
. . . usion in EPACT! 

Hw only drawback to biodieed uae la economic: ita coat Howew, there currentiy 
are only aeven registered biodieed producers In tha United States with a total pro- 
duction eapadty of 60,000,000 gallons. Theae seven Uodlesd producers are operat- 
ing at substantially leaa than 10% of cqwdty. Becauae BlOO ia currently the only 
biodieed standard approved Inr DOB not only are there no biodieed vehidea being 
devdoped hj manufacturers, there is a substantial Ukdihood that maiqr of the exiat- 
ing Uodiead producers will go out of the biodieed buainesa in the near ftiture. If 

B20 is adiqited, it will sij '" . . . ■ ...._..._ 

capaUlitiea, encourage u 

tiee and reduce tranroortation coeta ii _ .^. _ _ . 

BlOO can coat $2.'n) to $4.60 pw gallon delivered. B20 repraamta a $.34 to $.70 
per gallon Incnaae in the coat of Kid. This may aeem utpenaive when compared to 
petrdeum dlead, but it ia conddered a reaaonahle exsenae (br coming into EPACT 



devd^>ed 



tliance by mandated fleets. With the adoption of B20 the cost of pure Uodiead 
l^>ed from mixed SMdstocks can be ocpected to drop to $1.80 to ^.SO per gal- 
lon, or a relative increase fbr B20 of $.16 to $.30 per gallon. At this price, consumer 
mMota may alao start to uae B20 as a ^-unium diead fud, juat as consumers now 
pur $.20 to $.30 per gallon nuoe fat premium gasoline. 

llie only nug<v argument mounted agalnat HJL 2666 has been made by other d- 
twnative mds vdiicli are trying to prcnect thdr alice of ttie pie. These other dter- 
native flieb alreodv eiyoy nx incentives and supports whiai are not available to 
biodieed. Ethanol nas a very aubetantial, tax aubaidy for producera; natural gas 
bnte&ts from substantial subddiee tat new vehicle purchases and new fueling infra- 
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In addition, sltvnativs fiiels luch aa natural gu, «lectridty and pnqwiw have 
algnifieant Don-t7ansportation maiketa, such aa poww gmeratioii and industrial 
uae, which austain tuir induatriaa and in &ct may be better usee for their produda. 
Bioditael ii dedicated to the transportation fitel mariiet and we will live or die de- 
peading upon that market. We are a ralativdy new fuel in the United States and 
need the ^ne to mature, as the other alternative Aids have had, in order to survive. 
Furthermore, our only tzansprntation market is with diead vdiidea, which are pre- 
dcaninantly meditim and hekvjr duty vehicles, whereas the oth^ alternative fuds 
can taiset gasoUne and dieael powered vehicles in all cat^pirlea. 

Tht UigMttion befiire you ertaUa a level piling field in EPACT for biodieaeL II 
does not ovate any new mandatee or tax »ubndie$. It take$ a flawed program and 
maket it better. The ret^uirements to purchase alternative fiiel vehicles already ezisL 
What H.R. 2668 does is create new ways fi>r fleets to come into compliance with 
EPACT, Iqr giving regulated fleet managers and owners more flexibility. 

By adopting HTr. 2S88 moAet fiKces will determine which alternative fliels and 
alternative (od vehicles are bMt suited fi>r each vehicle catc^ry In each fleet in 
each ration at tUa countiT. Without this biU the biodiesd industiy will not survive. 
The chutce to develop a domestically produced, renewable and sustainable fUel now 
win be poatponed to the point where it could be too late. The next Middle East crisis 
or Arab cdl embargo could devastate the t^ econonw unless we are prepared to do 
without imported patrdeum. Haling to estsblish the Uodiesel iodustzy now, will 
help Riture generations ot Americene av^ <v mitigate the petro-poUtical confUcts 
■wbieb are inisvitable as finite foosU resources diminish and denumd for those re- 
sources fhnn the Far Bast increase. The cqtportunlty today i" to have the vision to 
see the inevitable increasing demand and depletion of fossil fhiels and to pr^wre 
ourselves by nurttuing the developmmt of biooiesel as a domestically produMd, sus- 
tainable altemattve. 

Thank you for your attention and eonsidentlon of this important pieco of legisla- 
tion. I am open tar any questions. 

Mr. ROGAN. Thank you, Mr. Teall, and I thank the distm^Bhed 
panel for coming and joining us todi^. 

I do have a couple of questione. I would like to start first with 
Mr. Gross. 

Mr. Gross, I was looking earlier at the definitions or the criteria 
within the definition of "alternative fiiel," and two of those three 
criteria require that the fuel must yield substantial environmental 
benefits and substantial energy security benefits. 

Does biodiesel meet these criteria? 

Mr. Gross. This will be addressed in the proposed rulemaking. 
We have done the analyses and commissioned studies on the sub- 
jects related to these criteria, and let me say that it does look like, 
on the basis of those studies, there would be substantial energy se- 
curity benefits and substantial environmental benefits firom biodie- 
sel. 

Mr. RoGAN. Does this have to do with whether it is substantially 
not petroleum? 

Mj. Gross. The third criteria — and it is substantially nonpetro- 
leum, and that becomes more difficult with respect to ma^ng a 
finding under the legal determinations of the Energy Policy Act to 
arrive at a finding of substantially nonpetroleum for B20. 

Mr. ROGAN. At the risk of playing musical chairs, I regret I have 
a vote in the Judiciary Committee markup, so I am going to excuse 
myself for a moment and turn the diair back over to my colleague 
fi:^ Illinois. 

Mr. Shihkus [presiding]. Except for angering my staffers, I think 
it is only fair that I turn the next round of questioning to my co- 
sponsor, Ms. McCarthy. 
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Ma. McCabthy. I don't want to anger your Btaff, because the^jr 
are a delight to work with, but while you catch your breath — ^it 
must have Deen quite a Bprint 

Mr. Shimkus. I made it. 

Ms. McCarthy. Con^ratulationB. Let me pursue, if I might, the 
questioning with Mr. Cnoss, because there were a number of issues 
raised in the testimony today that were, I think, helpful to me and 
a couple that I would like to pursue with you. 

You did raise a concern in your testimony about the issuing of 
credit for replacement fuels, and I wonder if we could explore that 
a little bit more. Because I know it is of concern to you that while 
you have — ^you and the Department have spent a great deal of ef- 
fort and time to try to put m place the law from 1992 that requires 
conversion of technology as well as use of these alternative iiiels 
and those credits are in place, I sensed a concern that bringing this 
new B20 alternative on board would confuse that use of credits. 

Could you explain that a little bit further to the conmiittee and 
also thoughts you might have on how to solve that concern? 

Mr. Gross. I would be happy to convey our understanding of 
what divisions this bill would entail with respect to the credits pro- 
gram. 

We have, of course, been on the firing line with respect to imple- 
menting the fleet provisions and developing the regulations apply- 
ing to credits. And one of the — I guess, the primary concern wiui 
the bill is that we feel it would move in the wrong direction with 
respect to providing credits for vehicles that don't use an alter- 
native fltel or other replacement fuel, rather than providing more 
assurance that the fiiel itself would be used specificailv. 

There would be an additional credit providTed for a neavy vehicle 
over 8,500 pounds, so there would be two credits for a heavy vehi- 
cle capable of using B20 under this bill. There would be an addi- 
tional credit provided for use of the fuel in a dual-fuel vehicle, but 
not an additional credit for use of the fuel in the dedicated-fud ve- 
hicles. So there would be a distortion in terms of providing greater 
incentive for dual fiiel rather than dedicated. 

And, of course, our objective might be to move more strongly to- 
ward getting dedicated fuel vehicles into the marketplace. 

These are some of the problems that we have with the credits as 
contained in this particular bill. 

Ms. McCarthy. I at least can speak for myself, as a cosponsor, 
would be willing to work with your Department to tiy to come up 
witii a credit system that is going to further the program and to 
not discourage the State fleets from continuing the process of ac- 
quiring dedicated-fuel vehicles, all the while when there can be im- 
me^to use of 320— allow that as well as they move toward budg- 
etary availabili^ of these vehicles that we know for the long-term 
will meet those environmental goals very successfully. And rthink 
there are others willing to work to try bring about this particular 
issue. 

And I wonder, Mr. Chairman, if there is anyone else on the panel 
that would like to respond to my question? I would be most wel- 
come to hear those responses. 

Mr. Teall. M^be just in terms of clarification. But I think, to 
understand the existing law, the only people right now that are re- . 
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quired to actually use the iuel are fuel providers. The State and 
Federal Government and their fleet are only required to purchase 
vehicles. So it is a credit for the purchase of a vehicle, not a credit 
for the use of the fuel. 

This would be the first time in this bill that there is a credit 
given for actual fuel use. It is the first step toward an incentive- 
style program in terms of the substantially not petroleum for the 
^el providers. 

That word substantial was interpreted by DOE to mean 30 per- 
cent of their business. So 30 percent as a number was enough to 
regulate, but it is not enough to participate in terms of a low-blown 
fuel. There are additional credits now given for medium- and 
heavy-duty dedicated vehicles under on executive order, because 
those vehicles theoretically displace more fuel. They get double and 
triple credits right now. 

so there ia no need in this legislation to provide a further credit 
structure. They already have it. 

What this bill does is it provides pari^ for vehicles that are 
goii^ to be using the fuel. 

Mr. Sperling. I can't agree with the last comment. The reason 
there are extra credits on the heavy-duty side, at least according 
to the DOE documents that supported that for dedicated vehicles, 
is those vehicles can only operate on the alternative ftiel. In the 
caae of the natural gas, the fuel costs less, much less, than diesel 
fuel, so you have a financial incentive combined with the credit. 

In the case of this legislation, there are simple credits for being 
capable of operating on the fuel, regardless. If you want to fix this 
problem, do it the same way it works for dedicated vehicles that 
can operate only on this fuel, is provide the credit only for vehicles 
that are certified as capable of operating only on the B20 mixture 
and provide the credite for the actual use of the fuels so that you 
know it is being used. 

Mr. Tball. That is an impossible requirement. He is asking us 
to do something that is physically not possible, to generate a vehi- 
cle that can sense whether it is running on B19 or B21 and if it 
only operates on B20 that we can move forward. 

We nave to look practically at this. Already there are fuel-use re- 
porting requirements for the Federal fleets. You can look at tiie 
numbers and see that a fleet used 100,000 gallons of diesel, 26,000 
gallons of biodiesel and say they use B20. 

It would be a ridiculous use of technology to design — waste our 
money designing a vehicle to sense whether that particular vehicle 
ia using B20 when you can look at the fleet records. Our goal, re- 
member, is to disease foreign petroleum. 

Mr. Sperling. This technical impossibility can be done easily in 
light of 

Mr. Shimkus. The gentleman will suspend his time. 

Ms. McCakthy. Mr. Chairman, I know I have utilized that 5 
minutes allotted for questioning and there may be other questions 
from more senior members, ancTl would yield to you. Can you come 
back to me when it is appropriate for further questions? 

Mr. Shimkus. I will, but I am not a more senior member. So it 
is my turn, if that is okay. 

Mr. Hall. You are the chairman. 
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Mr. Shimkus. Mr. Gross, when you testified before the Senate in 
May, you told us, the Senators, Uiat the Department would have 
a proposed rule completed and in a public domain for review within 
4 weeks. Today, you said very soon. From your Senate testimony, 
it is now 8 weeks, which obviously is twice the time. Does the De- 
partment have a proposed rule that the committee could review? 

Mr. Gross. Well, I probably should get out of the business of 
forecasting how quickly we can get rules out. I mean, I am embar- 
rassed about the fact I did not provide an accurate forecast in May; 
and I am embarrassed about that, that it is not out. 

We believe that we arrived at the point of having all of the con- 
currences that are required. After many iterations of the proposed 
rule, that we will, within a few days, be sending it to the OfiEice 
of Management and Budget for their sign-off and nave it published 
in the Federal Register. But if I give you a number of days, I am 
probably going to he embarrassed again. 

Mr. SHiMiajs. Is 

Mr. Gross, If I might comment, I think, going back to others' 
testimony, the point was made that why didart we just say no. We, 
in fact, could have done that a couple of years ago. We have been 
engaged in lots of discussion over time with the biodiesel industry 
supporters. And when it was clear that there was difficully on our 
part in the context of the Energy Policy Act at arriving at an an- 
swer of yes for B20 as an Eiltemative fuel, there was great resist- 
ance and lots of discussion on the part of the industt? about the 
case to be made for our focusing more on the replacement fuels and 
finding an answer. 

We got — ^we should have gone to the point of discussing the re- 
placement fuel program at that point. And, in fact, I think it is safe 
to say that we really did want to engage on the subject of replace- 
ment fuels. What happened is we got ourselves bogged down m Uie 
rulemaking process and bogged down more than we would ever 
have imagined in terms of time. 

Mr. Shimkus. We want you to get unbogged, I think is our de- 
sire, and that is why this legislation has been proposed. 

Before the National Biodiesel Board filed a petition with the De- 
partment on September 10, 1996, was there another petition filed? 

Mr, GboSS. lliere was not a formal petition filed before Septem- 
ber, 1996, in my recollection. We were having discussions certainly 
before that point in time about actions tliat we could take. 

Mr. Shimkus. Does anybody else want to comment? 

Mr. Teall? 

Mr. Teall. "Hiere was a petition filed by Twin Rivers Tech- 
nologies, which is a biodiesel out of Quincy, Massachusetts, in 
March 1995. 

Mr. Shimkus. So if we included the petitions submitted by Twin 
Rivers Technologies, the Department has known about the biodie- 
sel for nearly 3 years and not acted; is that correct? 

Mr. Gross. I would like to point out that particular petition was 
withdrawn. 

Mr. Shimkus. Was it — do you know when it was withdrawn? 
Was it withdrawn after the National Biodiesel Board submitted 
theirs? 

Mr. Gross. No, it was before. 
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Mr. Shimkus. I would like to— without objection, I would like to 
add to the record numerous copies of letters &om Members of Con- 
gress to the Department's sup^rt of B20. It is interesting to note 
that the Members who have signed these letters include our own 
very ranking member John Dingell and the current Department of 
Energy nominee Bill Richardson. And, without objection, I would 
like to do that. 

[The information referred to follows:] 
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TlK KononUE I^ederico Pan 

SecRtny 

U.3. DmnnEDi of Baagf 

1000 lDd«p«deiK£ Avemw. S^ 

Vtabiasua. DC 20S85-0121 

Dew SecietHy PcoK 



Ai yon know, the Eaoiy Policy Ad of 1992 (EPACT) wu enaoed lo stimuUB tta nseuch ind 
devdopBKin of Bctutdegiet wtaidi can potocUly ihift itw focui of oauoMl oM^ 
from miponed oil iiMl toward Moewable dt doontieally prodoced eno^ louiccs. One con^onetic 
of e&eiiy MQCUn^tioa which EPACT focniw on it ufttfficuily leduciiig the imounc of iinponed 
oil used by dM tniummtion tecuc. The mted pMl ID EPACT u to replace 10% of peinileuiD by 
dte yen 2000 and 30% by dK yiv 2010 wltb alieniadve fiieli. 

I nrontly siqport tbe goak of EPACT and ihialc (hit country tbould aggressively punoe and 

suppon all alieniaiive hidi whkh, if protDOted. can tielp make progieu [ou'ird meeting tbe goals 
ofEPACT. Cooiequently.Twu pleased lucOnobet when I learned the Depactmcni of EnerEy 
pbnned to initiia a lUk-mtUng proceeding with a notice proposing amendmenti u the Altenative 
FuelTi "'-- *^— ' """ " ' ■■ ■- J— »^-.- 



el Tnaipntation Pngmn lefulations to 830. However. I am coDcenied because 10 date I have 
iiuC seen a noposediule appear m (be Federal lte»tei an this maner. I would appreciate an 
update OD UK MMUS of dK [ule<making ngirdiniB20, 

Blodiese] has the poiendil to coitiibuie significatiily CO ibe enviioomeini]. peuoleum diiplacement. 
and agiicidtunl goals of ihi) nadoD. BeaiueofiispaKml>llyenoni)otttbeMfiti,Iloofcronvard 
to woddng widi the DC£ ID ptomoie die uw dbiodleiel in all secton of dus nadon'i 
ttansporacianlixhuiiy- One modan step DOE can tike in Ok cotsingmomhs toward this goal is 
to ennoe fleet muiagen coveted by EPACT can choose biodietcl. 

HnaUy. ai you may know, I have inrndnced legislatioD in die Senate which will inodify EPACT 
to giMfaniee a level paying field for biodieael in EPACTptogtanu. lamoptitittsticiu'lepslaiion 
will move foiwatd in the SeiuB this yeai and look fotwaid to your luppon for nqr efiram. 

Tbaolc you fot yoni anendoD to diit maner and Hook fsrwaid to headns from you. 



5uiceicly, ^j,.— » 
^jPT^i>«fiM 



UidlEd Statu Seoate 
Mr. Dan Reicher. Aulscant Sectetaty for Energy Eflidency and Renewable Energy 

'(MaSttbanwr hbod an P^wmMooi awwiw Unit 
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The Honorabts Hazel R. O'Leary 

Secretary 

Oepartrmm ot Energy 

1000 Independence Ave.. S.W. 

Washington, DC 20585 

Dear Secretary O'Leary: 

As co-chairs of the Congressional Soybean Caucus, we want to 
express our strong support lor bioOlesel ano ask that specific biodiasel 
provisions be included in ihe final Alternative Fuel Transportation 
Program regulations currently under consideration pursuant to the Energy 
Policy Act of 1992 (EPACT). 

As you know, one ot the mosi Important goals of EPACT is to reduce 
our nation's reliance on imposed oil by promoting altemative fuels. 
Biodiesel can help achieve this goal, ii can be burned in existing diesel 
engines with little or no modification, either in its pure form or blended 
with conventional diesel fuel. As a renewable fuel derived from 
agricultural feedstock, such as soybean and cottonseed oil. biodiesel 
benefits not just our balance of trade, national energy security, and 
access to more diverse sources of energy. Biodiesel also represents a 
critical economic opportunity for our rural economy which is struggling to 
find new uses for agricultural commodities and expand mailcets in an 
increasing competitive international environment. 

BiodlaEBl can be easily manufactured in plants located in oilseed 
producing areas, creating a tight loop between production, processing, and 
utilization of agricultural products - further increasing the benertt to 
rural America. Additionally, biodiesel is biodegradable and non-tox»c arid 
there is increasing scientific evidence that biodiesel and biodiesel/diesel 
blends provide promising reductions in the exhaust emissions of cartxin 
monoxidB. visible smoke, and various hydrocartjons wfien compared with 
conventional diesel fuel. 
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Sacratary O'Leary 
May 15. 1995 



w« unttorsund that severai specific suggastions hava bean advancsd 
thai would pnivida tha adequate flexibility neceuary to include this 
premising new technology into the final AFTP. These include 
recommendations thai DoE recognize blodiesel as an alternative fuel under 
EPACT and that DoE allow biodlasel alternative luelad vehicles particlpata 
in this program without restrictions. To facilitate the increased use of 
biodiessi to help meet the goals of EPACT, tha Clean Air Act. and to 
enhance farm income and rurel development, we encourage DeE to strongly 
consider thaaa revisions. 

We appreciate your attention to this important matter and request 
that w« be kept advised of progress on this issue. 



Paul SImcH) 

Chartas E. Grasslev ^^ 



Charles E. Grassley 
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I,BC2051S 




!■• me* vcitlnj te «ncct tXts InBlusicn of blodUral in Um AltKnatl'w 
n»l mn^DTtxCien ftngrak of tte Bmv Pollicy JUC oC 1992 (BnO], tbldi i« 
osxtntly mdm- otTKidmtiJi ly ttft Hfi ImiiI of Iteqy (cqe) , 

Hlcdliwftl is a www whip altniMtlvc fu*l dvivad Ooi ^rloultw*! 
feadcCoda, wdi am acyfaBarw. BiodiMBl an ba Uwdod wltu petrol«B diasal 
in nv D^Uratloi villi UtUa er no o^nc aodisicartiai. It iM distxUutad 
and stzEod using Bdscing diiaal inbautaucOs* Htl offezs inttrcmw— m in 

IhM daaMcCcnxCics a£ tilnllniMl bbIw it an idaal c|iticn far cc^Iying 
with ttM itmpMul Altomtlm TUel a. wap M.ta tdwi ftogtag*. (fauawr, fatfizv 
bJodlBiiBl can te utilitad in ttiia jKO^na, senovl pEwisiciB of U» prtpOBsl 
ngolaticcw nst )x eiarlf ifld k ewiaad. rixnt, doe wR cCficully 
ncx^tiz* biodiiwl as an •Itamsttv* fual imdnr BKX. Seccnd, affoctad 
states atil altKtWCli* Cual Ftouids fleets BBt bwe tHe flexitaility to 
utilixM M<^'™'' in ttMit idt^rativa fual v«hlclie lau e naas - 

B of btfidiaaal as a rasult of this lao g ta i can iiq^KOv* cur 
DC our natioBl aMKgy sacuri^, gang ate rural acon^dc 
dMwliv^nC eiyectunitias, and canate a nau aid awHIrlri; aaztet ttm: 
ffcMaarimny pnAsd aoricalbKal uL—a d it l ai . itsnCoEB, im somg^ 
ancnsaga DCE ts 9ivt fa««abl* ccnndKatiai te Mnlia— I as a viabla cation 
f cr seMting tM goals of ttm AltmtfCiva fual Kn^netatioi AnqraM. 



tS^i. 






,,Google 






1^ L 





,,Google 



46 

Congntf of tfir VnitA fitateS 



OctobsT 35. 1»S 

Hm HaBoxabl* Uxal R. O'Laarf, Secretary 

U.S. Depertaent ot BiMxgy 

roTTMCkl Buildlaa 

1000 ind^cBdaaea Ave., s.w. 

Maclilngeon, B.C. 3«tis 

Dear Saeracaxy O'Laary. 

auae ef )topr•seBe*tl^ .- 

mnac eur support for 
biedieael, a xeaaiMble elteRiative fuel for diecel vaginea derived 
frea vegetable oil*, such aa soybean oil. He believe tba 
Dapaxtaent of biergy CD0E1 should iAldate a rulaaakiag to inclu de 
aao. a 20% biodia>cl/eo% dieaal fuel blend, as an altezna^lTa £uel 
under the Bacrgy Policy Act of 1992 . (EPACX) . S20 is good for 
fazmera, goo d for the environmane , good for the eccoOBy and will 
contribute to natlooal anaxgy security. Including B20 aa an 
alCBxnative fuel nould alao ba eoualatenc wltb the lagialativa 
intent of 8F&CZ. 

Blodiesel bar in^ortanc environnental benefits. Blodieael is 
registered vith the EPA as a fuel and fuel additive. Sclenelflc 
evidence deaonstratea that uaiag B20 reduces mst harmful e:diauat 
eMlaalona from dieael engines. Biodlesel can also be procescsd 
fron recycled eeeklag oil^ and wascs anieal fats. 

Siodiceel prosntea eeoneeic developneot and energy aeeurity. As * * 
ransweble fuel, biodlesel offers Ansrica's fazsers stsble. long- 
taxa naricets for affielestly-pxodueed eo^ean oil. Biodlesel also 
peaas J^s and tax revetmes feoB processing a greater portion of 
our do—atic soybean oil in the V.8. Use of doaaacic blodiesel 
l^rovea national energy security by displacing ioported eneigy. 

Doder current DOS regulations, 7S% of affected federal and state 
governoeae fleet vehicle purchases and 90% of affected fleac 
vehicle purchases by private alternative fuel suppliers nust be 
•Itaznative fueled vebiclea by the year 3001. Future DOE EFACn 
regulations may extend sinilar vehicle purchase requireaants co 
nuBlclpal and other large private cc^aay fleets. 

Cosgreas clearly intended that EPACT should be 'fuel neutral*. 
Fuel neutrality sl^ly naaos there is no presumption in the law to 
favor any particular aicamatlve fuels as a aaana. of coopliance 
witb the goals of SPACT. Ooagress nade EPACT fuel neutral to glva 
regulated fleets the flexibility Co decide idiieh altaxnatlva fuels 
are coi^tlble with their eperattoas. B30, therefore, will give 
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ngulated tlnta gnatu- fluciblllty to coiq^y fith BPkCT. 

Bia !■ ch* ni»t popular biodi*s*L bland cested so far with dleaal 
t angiiie nanutacCurera . 830 provides nany of tba 
ital and aafecy benefits of pure biodleael at « frsctloa 
of tbe coat. BIO is alco coifwtilile with exlatlog' dleoel Bogiaa 
naiatenance and reCuelin? facilities. More tban 10 millioa mllea 
of in'sorvlce pilot prograaa have been conducted across cha nation 
uaing 030. For these reasons, B30 Ehould be a pq^ular EPACT 
co^liance i^tioa tar regulated fleets chat us* di*sel v«blcl«s. 

Before B30 can ba ineludad as an EPACT alternatlVE fusl, the D^ 
nut aasnd its current regulations. The Juiericen So^^ean 
Association and other mlppozttia of B20 have recently subaitted a 
petition to tba DOE to initiate a 830 luleaaklng. Initiating a 
ruleDakiog will alloH the DOS to collect data on B30 and to render 
a teasooed decision. Once all oE the data on the benefits of B30 
Is placed in tha public record, we are coofidant chat you will 
decide to laelude Bao as an alteEnativ* fuel. Ilierafora, we urge 
you to liwaediately initiate a mleNsking to amend existing' DOE 
regolationB to include B3D as an EPACT altemactv* fuel. 

The recent ra-eacalatioa of conflict in the Middle Ee«t baa again 
highlighted oux nacion'a dependence on liported enexigy. Including 
Bio as an EFACI alternative fuel will allow dooaecioally produced 
biodissel to inwdiataly play a role in reducing that dependence. 
It will also benefit the cnvirouacnt, our famers, and our econoay, 
•a well a> assist regulated fleets to cc^ly with EPACT. 

He appreciate your active interest in ei^anding the role ef- 
renewabls fuels in U.S. energy policy. Please keep us apprised of 
your progress on this iB()ortant natter. 



44«L, <CT«.gy«. 
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flirited States ^oiatt 

WASHIM(roi4.OCai610 
October 24, 1996 

Th« Honorabl* Hazsl r. O'Lakry. Sacratary 

U.S. DapsrtRienc of Enargy 

ruccescsi sulldln? 

1000 Indapendenca Ave.. S-W. 

waahiocicon. d.C. 20SBS 

Dear Secretary O'l^ary, 

As members of the U.S. Senate concerned with our nacion's •nergy 
security, we would like to express our support for blodlesel, a 
renaw«ble alternative fuel for dissel engines derived from 
vegetable oils, such at «aybnan oil. m« believe rJia ueparuaent 
Of Energy (DOe) should initiate a rulemaking to include S30, a 30% 
biodiesel/SO^ diesel fuel blend, as an alternative fuel under tbe 
Energy Policy Aci. uf 1992 (EPACT) . B20 is good tor termers, good 
for the environment, good for cite economy and will contribute to 
naMon&l energy security, including B20 asaa alternative fuel 
would also be consistent with the legislative Intent of XFACT. 

Biodiesel hau in^orcimc envlronnencal benefits. Biodieeel is 
registered with the Environmental Protection Agency as a fuel snd 
fuel additive. Scientific evidence deoonatratas that utlntf B30 
reduces most harmful exhausc amissioni from dieacl engines. 
Biodiesel can also be processed from spent .cooking oils and waste 

Biodiesel promotes economic development and energy security. As a 
renewable luel. biodiesel offers Mnerica-s farmers stable, long- 
term markets for efficiently- produced soybean oil. Biodiesel also 
mean j^s and tax revenues from pnicessing a greater portion of our 
donestic soybean oil in the U.S. use of domestic biodiesel 
Improves national energy security by displacing liqiorted eneiyy. 



under current DOE regulations. ^5\ of affected Federal and state 
government fleet vehicle purchases and 90% of all affected fleet 
vehicle purchases by private alternative fuel suppliers must be 
alternative fueled vehicles, by the year 2D01. Future DOE EPACT 
regulations may extend similar vehicle puzchase reouireeuncs to 
municipal end oi.hec large private company fleets. 

Congress ciecz-iy intended thac EPACT ehould be 'fuel neutral.' 
Fuel neutrality siitply means there is no preaunption in the lew to 
favor any alternative fuels as d means of ccDvlience with the goals 
Of KfACT. Congress made epact fuel neutral to give regulated 
fleets the flexibility to decide which alternative fuels are 
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B20 in 'he moKt popular biodiesal blend tasted au Car with diasel 
consiimarii and sngina lunufaccurers- B20 prnviias many of the 
cnviruimcnr.aj, and sateLy bauuEits oC pure DtodiuKQL ac s fraction 
at r.h8 r.osr . S30 is alsu compatible with exisr.iiw dioael engine 
mainLonanue and refualina facilities. More th^n 10 million mile* 
of in-service pilot programs have baan conduci.i:il 'i>:ross tha nation 
using B30. For these reasons. B20 should h<' .i popular CPACT 
CODptiancn option for requlated fleets chac uac •JkO.iai v«hiclaB. 

Before b20 i:an be included as an efaCT altetnutiva fuel, the DOE 
must, among Its current regulations. The American Soybean 
Assoi:iatian and other supporters of B20 have rccancly submitted a 
petition to OQS ro initiate • B30 rulaniakini). Initiating a 
niXemuking will allow the DOE to collect data on B2D and to render 
a reasoned decision. Once all of the data on the benefits of B20 
is placed in tha publlt; cacord, we are conliiient r.nat you will 
decide to include B30 as an alternative fuaL. Therefore, we urge 
you to imnadiately initiate a rulenakloq to amend existing DOS 
regulations to include B20 as an epacT aiternativa fual. 

The rmr.nnr. re-escalation oE conflict in che Mi<ldlc Eaar. has again 
highliqhtad our nation's dependence on inport.ed cncrqy. Including 
B20 as on EPACT alternative fuel will allow ijumeHr.icslly produced 
blodicsei to imnadiately play a rola in reduciii'i that dependence. 
It will also benefit the environment, our fatnurs. and our economy, 
as well as assist regulated fleets to comply uiih RParr. 

He appreciate your active interest in expanding the role of 
renewable fuals in U.S. energy policy- Pleaac keep us dijprised of 
your progress on this Inportant issue. 
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Mr. Shimkus. Mr. Gross, in title 3 of EPACT, we find the defini- 
tion of alternative fuels and the authority of the Department to add 
fuels to lists. We have gone over that with a couple of questions, 
I know, by Mr. Rogan. Under EPACT in year 2000, we are sup- 
posed to have 10 percent displacement; is that correct? 

Mr. Gross. Ten percent displacement of light-duty vehicle motor 
filets, that is correct. 

Mr. SmMKUS. 2010 

Mr. Gross. That is the goal. 

Mr. Shimkus. 2010, 30 percent. 

Mr. Gross. That is correct. 

Mr. Shimkus. Is that substantial? 

Mr. Gross. That is very substantial. Certainly that is a very 
lofty goal. And I would say that the tools which we have available 
are modest with which to, in fact, accomplish that goal. 

Mr. Shimkus. And maybe — ^the Department I know is consumed 
with tiding to get this rule out, and it may not have the time to 
answer this question, but if every diesel engine ran on B20, would 
we be able to meet the goals of the EPACT? 

And if you could have your theorists and economists and your 
prognosticators come back with that question, I would tiiink tiiat 
the debate we are having here is really the definition of substan- 
Ual. We are going to get involved with the issue of dedicated vehi- 
cles and two-tank vehicles versus one-tank vehicle. 

[The following was received for the record:] 

The Energy Information Administtation MtimatM that in 1998 mora than 163 bil- 
lion gallons <d petroleum Rid wlU be cnuumed in the transportataon sector of the 
United States, of vbitib approximately 31.8 billion gallons an diesd fltel. If all die- 
•el vdiides vrwe convertea to opwate on B20, approximately 6.4 billion gallons of 
diesel fiiel would be displaced, which would account for 4.2 percent of the countiy's 
total fuel use. lUs petroleum displacement, combined with the estimated displace- 
ment of 3.2 percent through the use of Dzygenates and alternative f^>, wmild re- 
sult in a total displacement of 7.4 percent, which Is short of the Energy Policy Act 
of 1992 goal of 10 percent displacement in 2000 and Csr short of the 80 percent goal 
in 2010. If Eewer Otan 100 percent of all diesel vcdiicles were to use B20, the total 
displacement of petroleum fuels would be even lower. 

Mr. SHiMKtra. I think it is interesting to note that your position 
on going to a fuels policy is critical. Going to a dedicated vehicle 
poli^ does not assume any natural gas usage and credit. If they 
have a bi-fueled vehicle and they run that on petroleum fuel, they 
are getting credit because they nave a bifuel vehicle. I think that 
speaks to the ai^ument of going to a fuels issue. 

And then what I will do then is turn to the ranking member of 
the subcommittee, Mr, Hall, for a series of questions. 

Mr. Gross. If I might respond, Mr. Chairman, to the issue on If 
all diesel vehicles used B20. We will get the specific numbers for 
you. I believe the answer to that is no. But I would point out that 
if all covered fleet vehicles that use — ^that are diesel fueled were to 
use B20, that would contribute less than 1 percent of the desired 
displacement. Those are EPACT covered fleet vehicles. 

Mr. SmMKira. Okay. Thank you. 

Mr. Hall? 

Mr. Hall. Mr. Chairman, thank vou. 

I would like to get into what Mr. Sperling and Mr. Teall were 
about to arm wrestle about before you separated them and sent 
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them back to their comers. I leave that, thou^, to Mrs. McCarthy, 
because I think she probably wants to ^ into that with them. 

I will go to Mr. Campbell. You seem so practical that you prob- 
ably ought to step up here on the panel with us. 

You have representatives of, what, the Department of Energy 
and General Counsel for the Natural Gas Vehicle Coalition and 
others. I would like to give you the opportunity, Mr. Campbell, to 
give us your perspective on how the Department of Energy or any 
other r^evant FMeral agency, how they have approaches the bio- 
diesel issues and, additionally, whether or not you have been able 
to work with the traditional — and I use that word lightly — environ- 
mental groups, subject to the Sierra Club or the Natural Resources 
Defense Counol, the Union of Concerned Scientists, on issues that 
are brfore us today. What roadblocks or what assistance have you 
received from those folks? 

Mr. Campbell. WeU, I will tackle the environmental — did you 
say the main line environmental groups, I think? I dont remember 
the term you used. 

Mr. Hall. I have got a lot of different definitions for them. I said 
traditionala. 

You know, I always make the dirty dozen with 11 Republicans. 
And they left me off one time, and I called them up and I said, you 
put me back on there. Are you trying to get me beat in my district? 
Whatever they call them, I am sure they have a place and a valu- 
able service. 

Mr. Campbell. We have been very disappointed in our ability to 
persuade these environmental groups of uie virtues in renew^le, 
nontoxic, biodegradable, greenhouse-gas-reducing fuels. And not to 
speak for them, but our view of where they are coming from is that 
they don't like diesel, and that they 

Mr. Hall. They tike natural gas, don't they? 

Mr. Campbell. And they don't want anything that would help 
diesel. Unfortunately, they don't recognize that diesel is, on aver- 
age, 1/3 more efficient than gasoline and that, for the foreseeable 
future, petroleum-derived fuels are going to be our base stock for 
this country. They have to be. Alternatives simply can't provide the 
volume at the costs required for this country to keep rolling. 

So we view ourselves as an option to help clean up diesel and to 
displace our dependence on foreign oil. They don't see it that way. 
They see us probably as something that is going to keep a tech- 
nology on the road that they don't like. 

With respect to DOE and the rulemaking process, sir, there is no 
reason why a rule takes that long. They have struggled with it, 
that is true, but primarily I think that their conflicthas been an 
unwillingness or an inability to view themselves as having the au- 
thority to do the things that would make us a viable fuel under 
this program. And so, therefore, we have asked Congress to help 
clariiy those issues for them. 

And it is kind of a game of chicken. Well, go get the legislation, 
and we will see what we can do. But then, when the legislation 
comes, don't do that. We will do it through the rulemaking. 

Well, getting a proposed rule, you coud be years before you get 
a final rule. And then you have this game of chicken going on be- 
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tween the Congress and the agency on what U ultimately going to 
come out. 

I don't want to be critical of the people that have worked on this, 
because they have strug^ed with it, and there is a lot of conflicting 
interests here. But the idea that you cant tamper with a piece m 
letgslatioQ that isn't wortdng seems ironic. 

l^ey say this t^slation isn't working because vehicle sales don't 
translate to fuel use and the object of the legislation is fuel use. 
So if we want to go outside the box and talk about a replacement 
fuel program, that is much, much bigger than biodiesel. We are 
just a tiny piece of that. 

So within the box of EPACT, can we construct a program that 
gets some fuel used as a primary objective and also get some vehi- 
aea out that are biodiesel vehicles in the heavy-duty and medium- 
du^ category? We think that ia doable. 

Mr. Hmi.. I think my time is up. I will come back, Mr. Sperling, 
to you. Thank you. 

Mr. Chairman, I yield back whatever time I have. 

Mr. Shimkus. You have none. 

Mr. Hall. Thank you. I yield every bit of it back. 

Mr. Shimkus. I would Uke now to turn to my colleague from 
Oklahoma, Mr. Largent. 

Mr. Largent. Mr. Gay, how many acres do you fJEum? 

Mr. Gay. Thirteen thousand crop acres plus about 700 pasture. 

Mr. Largent. Have you ever used that round-up ready soybean? 

Mr. Gay. Yes, sir. 

Mr. Largent. Is it any good? 

Mr. Gay. Yes, sir. 

Mr. Largent. Mr. Campbell, you said something in your testi- 
mony, you talked about, is it Eiltemative-fbel vehicles, AFVa, that 
are not burning alternative fuels? What do you mean by that? 

Mr. Campbell. Probably 90 percent of the vehicles that are pur- 
chased or converted to comply with EPACT dont bum the fuel. In 
otiier words, let's take ESS ethanol vehicles as an example. Now, 
our cooperative — and I emphasize cooperative because we are a 
fiarmer-based organization— has an ethanol plant. We are 100 per- 
cent, 190 percent behind ethanol. And we watch the E85 vehicles 
rolling off and satisfying the requirements of EPACT, but no one 
fills up with the ESS, because there isn't any available, and if it 
was, it would be hij^her priced. 

The same thing is true with biiiiel, dual-fuel natural gas vehicles 
that have a natural gas tank and the gasoline tank. Nobody says 
you have to use the natural gas, and they don't. 

This program ia a failure m>m the ooint of view of displacing al- 
ternative fuels. It is a success from the point of view c^ getting al< 
temative-fuel vehicles out there, whatever the definition of those 
might be, but they don't use the fuel. 

Mr. Largent. Okay. Mr. Gross, are there any consequences for 
not complying with the EPA act in terms of the numbers that were 
supposed to be hit at? Was it 2000, 2010? 

Mr. Gross. There are no consequences with respect to those par- 
ticular goals. There are — in the covered fleets, there are potential 
consequences for fleet managers who do not acquire Uie required 
percentage of altemative-fiiel vehicles. 
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I would like to take this opportunity to point out that we cer- 
tainly agree, and I tried to make that clear in my testimony, tiiat 
the focus being on acquisition of vehicles as opposed to acquisition 
of fuels is flawed and does need to be remedied, if we are going to 
have a serious program to get displacement of petroleum. I believe 
we all probably agree at this table on that issue. 

Mr. Lahgent. Is the Department of Energy's problem with the 
B20 formula this whole issue of what is substantially petroleum 
product? I mean, because you guys have already said the neat form 
of biodiesel is substantially not petroleum, it is 100 percent not pe- 
troleum. 

Mr. Gross. That is correct. 

Mr. Lasgent. So the question is 20 percent, is 30 percent, is that 
kind of the issue? 

Mr. Gross. A lot of the legal issue hinges on the substantial non- 
petroleum provision in the Energy Policy Act. So that is something 
that has taken a lot of effort to try to address. 

There is a lot of times some confusion, I think, with respect to 
that definition of substantial in terms of the fuel, the portion of a 
gallon of fuel, which is nonpetroleuro, as opposed to 10 percent and 
30 percent being substantial in the context of total displacement of 
light-duty motor fuels. Those should be discussed separately and 
not in conjunction. It is apples and oranges. So I would like to 
make that point as well. 

With respect to dual-fuel vehicles under the Energy Policy Act, 
our best estimate is that about 70 percent of the acquisitions are 
dual-fuel vehicles. Thirty percent are dedicated at this point in 
time. 

Mr. loARGENT. Let me ask you another question. This is a curios- 
ify question. I was told by somebody at one time, and I know this 
was probably more appropriately addressed to the EPA but I think 
you might Imow the answer, that a diesel bus, city of Tulsa diesel 
bus really has a lot less regulation on its emissions than my auto- 
mobile does. Is that true? 

And I would also like you to answer the question, what is the ef- 
fect on the air quality as a result of the diesel emissions compared 
to an automobile or a gas engine? 

Mr. Gross. Well, the emissions requirements are less sMngent 
with respect to grams per mile or grams per brake horsepower 
hour for heavy vehicles than they are for your car. 

Mr. Largbnt. Because they are supposedly are canylng more 
people, is that why? Or 

Mr. Gross. I don't think that is why. There is an issue of the 
technological capability to achieve lower emissions. 

If you put It In terms of passenger miles, if you have got a full 
bus, you are probably making out well in terms of total emissions. 

Mr. Largent. But If you are driving a dump truck? 

Mr. Gross. If we got a dump truck, I think we know what the 
answer to that is. That is a big issue with the upcoming EPA rules, 
that they are considering how to treat heavier vehicles vis-a-vis 
lighter. It is of great Interest to us as well as we look at advanced 
technology and fuel econom;/ and the ability to get increased fuel 
economy. Probably the question 
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Mr. Lahoent. Well, you have answered my question. Because 
what I wanted to know is, in fact, are heavy trucks, buses less reg- 
ulated currently in terms of the emissions standards that they 
have to meet. 

Mr. Gay, do you have any background information or thoughts 
you would like to give ub on B20 emissions as compared to diesel? 

Mr. Gay. Well, we have done a great deal of work with that. I 
think the most conclusive is a tier 1 of the health effects testing 
with EPA which we have now completed, and we can submit that 
to you. 

But I guess, suffice it to say at this point, that the regulated 
emissions are all reduced and total smog-producing emissions are 
reduced and many potentially cancer-causing but unregulated 
emissions were reduced from 75 to 99 percent. So there is an ex- 
tremely clean and environmentally friendly fuel. 

Mr. Labgent. Would the cost be competitive with straight diesel 
at the pump right now? 

Mr. GAY. No, it would not. 

Mr. Largent. How much would it add? 

Mr. Gay. At B20, I think it would add about 30 cents at this 
time. 

Mr. Largent. And what would a bushel of soybeans go up? 

Mr. Gay. Well, USDA I think has figured that out in one of their 
incomprehensible formulas that I don't understand. But ^>out 7 
cents a bushel, which one of the staff people here just handed me 
this note, said my farm would produce 93,000 gallons of biodiesel 
a ^ear. That wotud be a nice little income enticement, I would 
think, for me. 

Mr. Largent. I farm 270 acres of soybeans myself, so I have an 
interest in that as well. All right, thank you. 

Mr. Shimkus. Thank you. 

And I would like to turn to another cosponsor, the gentleman 
from Maryland, Mr. Wynn, for a round of questions. 

Mr. Wynn. Thank you, Mr. Chairman. 

As you know, the recent Senate action indicated strong support 
for the goals of this legislation, and I am very pleased with that. 
If in fact this becomes law, does the Department of Energy believe 
it would be necessary to add some fuel use reporting in conjunction 
with a statement I believe by Mr. Campbell that people are not in 
fact using it by having the vehicles designed to use it? Is that going 
to be a necessaiy component of enforcement? 

Mr. Gross. Certainly, if the law passes, we believe it would be 
very important to institute a fuel-use reporting requirement. As a 
matter of fact, one of the things that we believe we ought to be dis- 
cussing is, whether it passes or not, whether we should have a fuel- 
use reporting requirement and, again, consistent with getting more 
focus on fuel use as opposed to vehicles acquired. 

Mr. Wynn. Okay. How would it work? 

Mr. Gross. Well, I dont know that we have worked out all the 
details. We do know the covered fleets. We know how to get in con- 
tact with them. We would put together some sort of a system iden- 
tifying the tot£il amount of fuel used, probably have to be vehicle 
aggravated. We would have to work on some system with the cov- 
ered fleets, the State and alternative-fuel providers, to arrive at a 
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process that hopefully is not too all-consuming but provides the 
basic information between what types of iiiels are used in the vehi- 
cles and to what — and in what amounts. 

Mr. Wynn. Mr. Campbell, I believe — was it your testimony that 
no one is using this oi^— buyine the vehicles but they are not using? 
What are your thoughts on tne monitoring of fuel use and what 
type of apparatus approach would have to be implemented to make 
this work? 

Mr. Campbell. Well, monitoring is not difficult, because I believe 
there is some kind of a report already in law for certain fleets. Yes, 
there is an annual report, thank you. So I dont think that the re- 
port is the focus. I think use is the issue. 

Mr. Wynn. Is that pretty much a cost issue? 

Mr. Campbell. Use? 

Mr. Wynn. Yes. 

Mr. Campbell. Yes, it is. 

Mr. Wynn. Can someone comment on why we are having this, 
I don't want to se^ cost problem, but what — it appears to be a sig- 
nificant cost consideration? Based on your testunony, Mr. Camp- 
bell, it is more expensive to use this. What do we need to do to 
bring the cost down? 

Mr. Sperling. I would love to comment on that, because that is 
the issue that joins all of us together, including the B20 biodiesel 
industries with the natural gas vehicle industry, methanol, pro- 
pane and ethanol. We have a virtual monopoly in transportation 
for diesel and gasoline. There is a comer fueling station every- 
where. Vehicles have been built by original equipment manufactur- 
ers. Everything is gasoline or diesel. 

We in the natural gas industry — natural gas vehicle industry 
have tried to crack that in part by converting existing gasoline ve- 
hicles. So the mention today of there is 76 percent fuel storage ca- 
pability for gasoline, 24 for natural gas, well, that is because there 
IS a gas tank on the car and you are converting a vehicle and it 
is not the right way to do it. The problem is cost. 

Natural gas vehicles' biodiesel fuel, methanol, ethanol, are not 
mass produced for the transportation market. You do not have 
economies of scale. There are substantial research and development 
investment costs that are allocated to a relatively small amount of 
Bfdes, so you are increasing the per unit costs without stimulating 
initial demand to get to levels wnere it will justify the investment 
in fueling infrastructure imd mass production. You are going to 
have a cost problem. 

The only fuel of these fuels that costs less than the competing 
fuels is naturfil gas. So there is an economic incentive to use it, but 
there is a high capital cost in the vehicle. 

We need — ^what this legislation was intended by mandating fleets 
to use the vehicle, to create some demand, it doesn't work. It 
doesn't require the fuel. So it is not going to get to it. We need an- 
other approach. That is what we should be looking at, not this type 
of legislation. 

Mr. Wynn. Can I have another minute? 

Mr. Shimkus. Without objection. 

If I may first, the gentleman from Maryland. Under our bill, it 
would require the Secretary to have the authority to review f\iel 
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usage. So part of the bill is focused on that very, I think, as what 
you see, a need. 

Mr. Wynn. Absolutely. 

Just a quick follow-up. There is some suggestion just about every 
vehicle could use the B20 biodiesel. Is that true? 

Mr. Teall. What we have seen is that t^e only modifications 
that are needed tend to be in older vehicles. If the fuel lines were 
made from natural rubber, for instance, it is a $2 or $3 swap-out 
for a fuel line. It isnt a m^or thing. 

But when the diesel engine was invented by Dr. Rudolph Diesel 
and exhibited at the Paris World Fair, it ran on peanut oil. So the 
diesel engine was originally designed to run on vegetable oils, and 
It is only because of the petroleum availability that we started 
using diesel. So any diesel engine is inherently capable of using 
biodiesel, with very little modification, if any. 

Mr. Wynn. And, finally, just in light of the problems with conver- 
sion with other alternative fuels as opposed to the efficiency that 
we could ^ with biodiesel, what would be — ^wouldn't it be more 
cost effective to look at this from a clear air standpoint as a wise 
investment? 

Mr. Sickling. At a cost of 30 to 40 cents more per gallon than 
diesel, I don't think most fleets would agree with that. 

The problem here is getting that cost down. You have to increase 
the use and the demand for it to get the costs down. We submit 
that, because EPACT requires a vehicle only to be capable of oper- 
ating on fuel, no one will use B20 because it costs too much. So this 
is not a viable option. 

Mr. Teall. To answer 

Mr. Wynn. But air would be cleaner if it were used, would it not? 

Mr. Sperling. If people used propane natural gas electricity, Iw- 
droeen, biodiesel, we wouldn't have a nonattainment problem. We 
woiudnt have a clean air problem. The problem Is getting people 
to use it. 

Mr. Teall. To answer your question on a life-cycle analysis, the 
U.S. Department of Agriculture has done a study comparing the al- 
ternative fuels, and they look at capital acquisition costs, which are 
higher for some alternative fuels, with cheaper fuel, once you are 
implemented, and then using existing vehicle and running it on 
biodiesel, which la more expensive. 

And at B20, it is very cost effective for a bus or an urban transit 
district to use biodiesel in terms of a life-cycle analysis. 

The second stage of that analysis is a cost per ton. If you can run 
10 buses on B20 versus one bus on natural gas, your net impact 
on the environment, your cost per ton of reductions is going to be 
much less per biodiesel. 

So in an age where you have linuted budgets and you are trying 
to get the biggest bang for the buck, the question becomes, do you 
totally replace the existing transportation infirastructure or do you 

use a cleaner fuel that mig' 

to be widely implemented? 

Mr. Wynn. Nfr. G^ 

Mr. Gay. I think any fleet, particularly those in urban nonattain- 
ment areas, has more than one program or regulatory requirement 
with which to comply; and no one is going to set out in a program 
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which doesnt meet their overall requirements. It is not just alter- 
native-fuel vehicles. Here is atlso various clean air requirements 
that they m^ have to deal with. And so when we start to focus 
too closely or too narrowly on just one program, we miss the point. 

We need a B20 biodiesel vehicle to qualiiy under the filtemative 
vehicle program in EPACT so that people who also have require- 
ments for clean air can use this in the fleets. So it would meet — 
in other words, it would meet the various requirements, and that 
is why this needs to be done. 

Mr. Wynn. Mr. Gross? 

Mr. Gross. Since there has been some discussion about the rel- 
ative costs, there is some success story to be mentioned with re- 
spect to transit buses in use of alternative fuels. Our information 
is that about 20 percent of the transit buses being ordered at the 
current time are natural gas fueled. 

Mr. Wynn. Okay. 

Mr. Sperling. Mr. Wynn, the reason for that is that, over the life 
cycle of the bus, because natural gas costs less than diesel, the first 
cost, the incremental cost, is required. There is no recovery with a 
fuel that costs more than the other fuels. That simply gets to the 
issue of under the Clean Air Act most — for the first part, there are 
no requirements in the Clean Air Act that any fieets use alter- 
native fuels. 

There is a requirement that certain fleets in six cities in the 
counti7 begin to phase in this fall the use of cleaner fuels, which 
includes cleaner diesel and cleaner reformulated gasoline. That is 
a very limited requirement. So the Clean Air Act really isnt a driv- 
er that is going to compel the fuel use. 

Again, I would submit that the issue that we rea% need to look 
at is how do we get vehicles to operate on all of our fuels. And that 
is what — that is the direction we mean to take. 

This legislation would remove the impetus for this because it 
would let everyone comply with EPACT without doing anything. So 
there is no incentive for movement, for them to look at anything 
or do anything more. 

Mr. Shimkus. I would like to move on. There is a couple — ^I want 
to continue this debate. I would just like to respond to the comment 
made that the Clean Air Act is a mover and otherwise we wouldn't 
have the displacement that we have today. And also our bill does 
provide incentives. I mean, we want to be proactive, we want to en- 
courage, £uid that is the intent. 

But I want to move back to the substantial disagreement I have 
with Mr. Gross on substantial. I ran across the ^6 rulemaking 
which implements EPACTs altemative-fiiel programs, and in that 
rule, DOE decided that producers who receive 30 percent of their 
income from production of an alternative fuel had to start bujdng 
Edtemative-fuel vehicles because 30 percent was considered sub- 
stantial. So now we see 30 percent crop up twice. 

Why then do you maintain that substantial for defining alter- 
native fuels is that at least 60 percent or even higher? The Depart- 
ment seems to be arbitrarily defining the word substantial, 
wouldn't you agree? 

Mr. Gross. One of the problems with the word substantial is 
that it can be used in a variety of contexts. The point has been 
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made, not at this hearinK, but I believe Mr. Teall made it at the 
previous hearing, that hali of a percent of arsenic in your drinking 
water is very substantial. And you wouldn't want to drink it if it 
had even that level. 

Each of these definitions, the one you mentioned, Mr. Chairman, 
in the context of the rulemaking covering alternative-fuel provid- 
ers, was arrived at again in a very rigorous time-consuming wi^, 
getting a lot of inputs, taking into account the size of the alter- 
native-fuel providers, lots of other factors to come up with what the 
level is which would have — ^which would result in a reasonable eiI- 
temative-fuel provider coverage. 

Mr. Shihkus. If I may, that is what we are encouraging you to 
do, is to look at all of the various other factors. 

Mr. G^ 

Mr. Gay. When we start talking about what is substantial, I 
b^in to wonder. Because I think if we were all to go out in the 
country and we are ^ing to explain this to the first five people 
that come down the sidewalk or down the road and you are going 
to explain if you take two tanks and put biodiesel in one and petro- 
leum in the other and we wire them together and feed them into 
a Aiel system, we have a substantial use of nonpetroleum. But if 
we dump them all in one tank and blftme them, we don't. 

But I think then the person or the conversation starts to break 
down, and the person shakes his head and walks off 

The biodiesel would be a substantial contribution to reducing pe- 
troleum. And to get into this thing about do that, we keep deterio- 
rating into is just something that is — ^you couldn't have that discus- 
sion anywhere else. 

Mr. amuKUS. Let me ask this question, because it is something 
that I hadnt thought of. If we were taking these bifuel vehicles, 
which we have now — and I have listings that I would like to sub- 
mit for the record, without objection — and we had a vehicle that 
had two tanks, one tank being neat dieeel, the other one being pe- 
troleum diesel, and we used the splash tedmique, would that qual- 
ify? 

Comments? 

Let me move on. 

Mr. Sperling. Probably not, unfortunately. 

Mr. Shimkus. But you understand the question. 

Mr. Gross. There is a logical condstency there, but we probably 
have to go through a rulemaking. 

Mr. Shimkus. No, no. I don't think we can wait that long. 

While I am following with Mr. Campbell, real quick, on the — this 
all ties together, if I can tie it together in my mind. 

I have driven a flexible fuel vehicle in my district, E85 ethanol 
vehicle; and I will concur with the comments here today that just 
because you are driving around a flexible fuel vehicle, you are not 
using flexible fuels, because of the availability of the faeis. 

You can go to one intersection — I want to put 10 percent ethanol, 
which is kind of standard in the area. I might have to drive — if 
there is four comers on the intersection, I might have to get to the 
four stations sometimes to do that. Which brings me to the ques- 
tion for Mr. Sperling. If we are going to change America to bum 
natural gaa, what is the capital investment needed to have the fa- 
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cilities in place to have a natural ^as environment? What would be 
the costs to our Nation to have facilities that would bum petroleum 
natural gas? 

Mr. Sperling. I can provide the numbers in terms of estimates 
and various studies, but the costs would be far less than the con- 
tinued costs of hundreds of millions of Americans live in nonattain- 
ment status and the cost of having associated with it 

Mr. Shimkus. I think, if I may reclaim my time, I would respect- 
&lly disagree. We are talking probably about billions of dollars to 
retool this entire country and to avail — to meet some standards. 

Mr. Sperlino. Mr. Shimkus? 

Mr. Shimkus. I would reclaim my time, and t want to go forward 
to Mr. Campbell — or, Mr. Teall, in your written testimony, you 
stated that, according to DOE's own Alternative-Fuel Vehicle Prod- 
uct Offering Guide, CNG is only 20 percent of the total onboard 
Aiel storage facilil? in the GMC Sierra's bifiiel truck. You go on to 
state that the Volvo 850 only hiis fui onboard storage ca^wity oT 
19 percent. It sounds like these vehicles have blend levels as w^ 
as B20 and they are already in the program. 

Why are they allowed in, while 820^8 are kept out? How do you 
know that these vehicles are the norm and not the exception? 

And with the subcommittee's permission, I would li£e to submit 
fbr the record copies of data on hifuel vehicles that are already in 
the program, lliis information is from the Department's pubuca- 
tion titled U.S. DOE Alternative-Fuel Vehicle Product Offering 
Guide. 

[The information referred to follows:] 
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Mr. SHIMKUS. And really, Mr. Teall, if you would 

Mr. Teall. Well, the information on tiie last year where it was 
ftilly available, I guesa it was 1996, is from the Energy Information 
Administration Alternatives to Traditional Transportation Fuels 
1996; and it shows 77 percent of the CNG vehicles being bi-fueled 
vehides. So that is what the numbers say. 

The reason for that is anecdotal. In talking with some of the 
State fleet operators in Louisiana, for instance, they tried natural 
gas in some of their medium- and heavy-duty vehicles, and because 
of the lack of infrastructure, these vemdes would have to go all 
over the State, just couldn't make it. By the time they went 60 
miles to a refueling station and came back, it was time for them 
to fuel up again. They just can't get the range and capabilities that 
you can out of a traditional liquid diesel fuel. 

So for medium- and heavy-4uty vehicles for a lot of these State 
fleets, that biodiesel is the reasonable alternative, because the in- 
frastructure is already there. We can use not only the existing ve- 
hicles but the existing tanks, the existing pumps, the existing me- 
chanics, the existing maintenance repair shops. 

When you are looking at changing the transportation infrastruc- 
ture in the United States. It is more than just the vehides. It Is 
everything that goes with those vehides. So uthat helps any. 

Mr. Sperling. Mr. Chairman, if I can be allowed, because this 
seems to be degenerating into an attack on natural gas or natural 
gas biodiesel. Iliat is the wrong way to look at this. 

Mr. Shimkus. I agree. 

Mr. Sperling. The fact that a fuel storage on a vehide — ^77 per- 
cent gasoline in a bifuel vehide doesn't mean anything. Bifiiel vehi- 

Mr. Shimkus. If I may, doesnt it mean that there is not the 
needed infrastructure to meet the demands of natural gas? 

Mr. Sperling. I agree that additiouEtl infrastructure is absolutely 
needed, and if there is an economic incentive, it will be there. But 
the truth is, there are many bifuel fleets that operate 100 percent 
of the time on natural gas, because natural gas costs less than gas- 
oline, so there is an economic incentive to do. 

Where there is a limitation is where the vehide's driving range 
and driving need goes beyond the infrastructure, and that is where 
we need to look at the type of incentives that get the infrastructure 
in place. 

Again, we support the B20. We think B20 is a positive and good 
thing. We would like to come up to work with you on legislation 
that would really promote the use of fuel and deal with the first- 
cost issue instead of undermining what impetus is out there. 

The Energy Policy Act has been extraordinarily signiflcant in 
getting manufacturers to develop technology for the marke^ace. 
There are now 47 OEM model natural gas vehides ranging from 
heavy-duty to light-duty vehicles. There were none when we passed 
the Energy Policy Act. People are responding to this legislation. 
Therefore, that is why we are so concerned about undermining it. 
We are moving in the direction where we can offer consumers prod- 
ucts. We think the right approach again is the right type of finan- 
cial incentives that smiuld oe extended to B20. 
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Mr. Shimkus. I want to follow up on a question. What is more 
important, developing vehicles or replacing mel? 

Mr. Sperling. Absolutely replacing fuel. Completely agree with 
you. 

Mr. Shimkus. Then I think that is support of this legislation. 
Significant though the development of vehicles might be, it is not 
successful in meeting the demands of EPACT, and the statistics 
prove that it is not going to be. So the question is, how do we move 
to meet the desirea goals if dedicated vehicles were not going to 
meet the demand? I t£ink this speaks for this l^islation. 

I would like to turn to a very patient cosponsor, Ms. McCarthy. 

Ms. McCarthy. I thank you, Mr. Chairman. 

Before I begin m^ inquiry, I would like to just weigh in on this 
question of cost efEectiveness that was being discussed during the 
hearing and remind eveiyone that, while the B20 mi^t not be as 
cost effective as is needed now — although I suspect in Kansas City, 
Mr. Sellers, it is doing pretty close to that in those four buses that 
we are using— but some of the other fuels that are allowed under 
the act received historic, shall we say, breaks. The natural jjas in- 
dustry benefited from the Oil Depletion Allowance Act in history, 
and there have been other subsidies to other products that are 
sanctioned under this act as positive alternative fuels. So it hasn't 
yet asked for that. And anything that we should do with regard to 
competitiveness issues ought to be in light of some historic sub- 
sidies that existed for other fuels over time. 

But the inquiry I want to pursue with the panel is one that has 
been raised by a number of you with regard to not being able to 
achieve the goal in 2010, call for a management policy act for 30 
percent use of alternative vehicles in U.S. vehicles. It is a laudable 
goal, and one without the act we wouldn't even be moving toward. 

Mr. Sperling, you are absolutely right. This act has achieved 
much good. But we are not going to meet the goals. We are prob- 
ably going to find the Department coining back to readdress those 
goals. 

Mr. Gross, you pointed out that we are not going to get to the 
remedy we all sees, and we will probably need to revise it. And 
also you pointed out very thoughtiully there are no consequences 
in the act, even though there Eire laudule goals. 

But let us focus for a moment on the consequences that really 
do exist by not achieving those goals. They are very real con- 
sequences, although they are not punitively written out in the act. 
They involve the health and welfare of this country and the quality 
of life for this country and we ought to be discussing those today 
in the context of this bill and how we can all work together to get 
there. 

Because the or^^al purpose of the act was to reduce our de- 
pendence on foreign sources of energy, very important, and one 
which remains today. And I believe one of you pointed out in your 
testimony the use en eneigy is increasing. The ability to meet that 
demand domestically is not without some other developments, such 
as the one proposed in this legislation. 

Of course, beyond that natural security issue was the one of the 
quality of life and the environment and the health of our people, 
and several of jrou pointed out that issue as well. That is a real 
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consequence if we fail to Eu:t. Because States, the Nation, aa a re- 
sult of EPA's actions, are trying to meet goaU that will mean better 
air quality for our cities and our Nation; and without this particu- 
lar effort, we cant get there because the largest use of energy is 
by these vehicles. 

So let us spend a moment — maybe, Mr. Gross, starting with 
you — and just talk about what can we do to meet the goals that 
are set out before us by the Department and by the EPA? How is 
it possible then we can achieve them by incorporating an energy 
source that, while it wasn't envisioned or possible at t£e time this 
law was written, now technologically is out there find could be a 
valuable component to meeting the goals the act cites and asks us 
to do? What is it going to take to get there? 

Mr. Gross. Well, I think one part of what it is going to take is 
further research and development to reduce production costs, in- 
crease yields of the feedstocks for biodiesel 

Ms. McCarthy'. If I might speak, and I dont mean to be rude, 
I dont believe we held that standard to other forma of energy when 
we had the old depletion allowance, et cetera. 

I would like to say, let ua apeak in terms of we now know B20 
will work. It isnt as cost effective as we would like. Perhaps with 
more use it could be. I am not asking for a subsidy for it. But I 
know there is a whole lot of soy waste and other agriculture waste, 
waste cooking oil end other things that are naturally occurring in 
this country and available for this product. Please proceed. 

Mr. Gross. This really could be a subject for a long debate. But 
the point was made that there is not a proposal to provide addi- 
tional — ^what I would call serious tools to really make strong move- 
ment toward the 10 and 30 percent goals, tools which would in- 
clude subsidies, which would adjust the relative costs for renewable 
alternative fuels and replacement fuels relative to the fuel that the 
objective is to displace, that is, petroleum; or, as has been pointed 
out previously, not at this hearing yet, and the approach that is 
taken in some other countries, in Europe, for example, where the 
use of biodiesel is mandated at certain percentages tor diesel vehi- 
cles in the equivEilent of our nonattainment areas. 

I think that the debate ought to center around whether we can 
actually achieve the goals that we are talking about wi^out taking 
steps like that to move emerging alternative fuels, replacement 
fuels and high-fuel-economy vehicles into the marketplace. 

So we have got, on the one hand, research and development to 
improve the technology, bring down the costs of fuels for vehldes; 
on the other hand, incentives or mandates which may be needed 
to get over the hump, if we are really going to have a chance at 
getting to an3rthing like 30 percent in 2010 or even 2020. 

Ms. McCarthy. I know your preference, as is mine, is that we 
continue down the path set in motion by the act and get those con- 
verted vehicles available to the Kansas City area transit aathority 
and, you know, other places as quickly as possible and witii the 
least cost as possible. But that isirt going to nappen as fast as you 
and I would like it. It isnt happening. 

Mr. Gross. Not as fast as the Energy Policy Act goals would sug- 
gest. 



,v Google 



67 

Ms. McCarthy. That is right. Right. In the absence of that, and 
I am asking, what else can we do? You are going to keep going on 
that path. I think I hear a fear that by bringing along B20 that 
will thwart that effort. 

I don't perceive that as the outcome. I believe it is sort of a hand- 
and-glove effort and that with your Department working on the 
right regulations, credit proposals and other things with us, we can 
both continue to work toward the goals set forward in the act as 
well as achieve the EPA 2.6 standard and other criteria out there 
facing communities like mine. 

I just want to say, I don't think that— well, I hope a lot of vehi- 
cles will be utilizing B20. I still think the laudable goal of conver- 
sion will be before us as something that we hope to attain. 

Mr. Gross. We support the conversion Eispects of the bill. We 
would like for them to be consistent with the current regulations 
which basically allow conversions to qualify if they are done within 
4 months of the acquisition of a vehicle, l^ere is lots of data that 
shows that that is quite possible. We dont need to go back to con- 
vert vehicles that are already in the fleet that are getting some age 
on them. It is consistent, actually, with the new vehide acquiid- 
tions to have that kind of a proposal. 

But I want to go back to the issue and tiy to state it once again, 
because I don't loiow how to state it differently, that we are with 
you with regard to promoting the use, the increased use of B20. We 
believe that the credit provisions of the bill continue and perhaps 
exacerbate the ability to comply with the Energy Policy Act's provi- 
sions for covered fleets by only acquiring vehicles, in this case vehi- 
cles that are capable of using B20, if we were to make that change, 
wltJiout ever usmg the B20. 

So it continues, the situation that we now have in bifuel natural 
gas, where you don't have to use the fuel, flex fuel, ethanol, where 
you don't have to use the etiianol. If B20 were to remain an alter- 
native fuel with these provisions, if you use it in a heavy vehicle, 
you could get two credite toward compliance with the Energy Policy 
Act for not using one gram of the fiiel. And that is our concern. 

Ms. McCarivy. Mr. Chairman, I appreciate that. I know my 
time is up, but may I pursue just veiy briefly 

Mr. Shimkus. Without objection, so ordered. 

Ms. McCarthy. Mr. Gross, thai^ you for articulating that. 

Now what I said earlier was I want to work -mtb you to figure 
out how to get where we both want to be if the bill is not perfect. 
I would like to look at some ideas you have to make it workable, 
not to threaten the effort you already have going on but to help the 
rest of us in communities like mine achieve air quality we seek, the 
fuel efficiencies we desire, as we move toward the conversion that 
is, in fact, in the act of 1995. 

Could I ask briefly, Mr. Sellers, Mr. Chairman, is it cost effective 
in Kansas City, this pilot program we have going? 

Mr. Sellers. Not at the present time. 'The limited fuel produc- 
tion, it costs considerably more than diesel fiiel. 

Ms. McCarthy. What would it take to make it cost effective? 

Mr. Sellers. I would say, in my opinion, increased usage would 
bring the price of fuel down. 
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Ms. McCabthy. Well, we are faced with meeting the EPA stand- 
ards. Wouldn't increased use, while bringing the costs down, also 
help our community meet those standards of air quali^? 

Mr. Sellers. In my opinion, I would say yes. 

Ms. McCabthy. So that is a win-win. 

Mr. Sellers. Yes. 

Ms. McCarthy. Thank you. 

Thank you, Mr. Chairman, for your indulgence. 

Mr. Shimkus. You are welcome. 

And the panel is going to be pleased that you are going to be 
saved by the bell. Because after I make some final points, we will 
then aq'oum this hearing. We appreciate all that you have been 
through. 

And I would also like to state — and my colleague from Missouri 
doesnt, is much more polite and gracious than me. I guess it is our 
upbringing and our nature — but there has to be a middle ground 
where we move to address the fuel use. 

Mr. Gross, you mentioned, you know, under this proposed bill 
there could be diesel trucks running around that are burning die- 
sel. Under the rules today, there could be bifuel vehicles out there 
burning other fuels. And there is no credit, there is no incentive, 
they are just there. And we need to change that. 

Let me go through my points, and I think mostly I would like 
for people to respond in writing, if it is an issue. 

Mr. Gross, if you would, provide me with a list of the number of 
vehicles in the Department of Energy's fleet and how many of those 
are in the standanl — I think before the Senate testimony, you men- 
tioned the Federal Government is woefully short of even meeting 
the requirements that — under the Federal Government as a whole. 
And 1 am a West Pointer, former ranger, believe in leadership by 
example. I would like to have a good understanding of where the 
Department of Ener^ is in meeting the standards that we passed 
on them through the EPACT. 

[The following was received for the record:] 

The Department of Energy'B light du^ vehicle fleet will conaist of appraziiiiBtelT 
9,800 vehiclea at the end of fiacal year 1998. ^pnudmately 6,200 of tieae veUdes 
are covered vmita the proviaitms of the Energy Policy Act of 1992, Annual aeqiiiBi- 
tion of covered vehicles ia approzimatehr 600. Tbwefiwe, under EPACT Section 303, 
the puichaae of 400 alternative fkiel vdiicles is required in FY 1998, and 600 alter- 
native fUel vehicles would be required in FY 1999 and beyond. 

In FY 1998, the Department nas requested more than 600 alternative Kiel vehi- 
cles from tbe General Services Administration which, with credita, represents a 66 
percent alternative fliel vehicle acquisitioa The quantities for each alternative fliel 
type and configuration ordered are: 



e the number of alternative ftiel vehicles in the De- 
partmentfs fleet to more than 1, 100. 

Initial prDJeclions for FY 1999 indicate that more than 900 alternative fliel vehi- 
cles will be acquired by the Department. Since some of these acquisitions are «z- 
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taopt from EPACT requirements due to geognphic location or law enfiwconent mis- 
sum, this total represents over 100 percent of EPACT covered acquisitions. Again, 
the majority of these vdiicles will be flexible or bi-ftiel vehicles. To ensure use of 



aitem&tlve &ids in these vehicles, the Department is preparing guidance for De- 
partmental fleet managers that alternative fiiela must be used u^ess a waiver from 
this requirement is obtained from Department Headquarters. 

Mr. Gross. If I might mention, this year we will be exceeding the 
requirement for 50 percent of new vehicle acqmsitions for covered 
fleets in the Department of Energy. And next yefu*, we project that, 
because we will be getting alternative-fuel vehicles that are not in 
the covered fleet we will be over 100 percent of the 75 percent re- 
quirement. 

Mr. Shdikus. Yes. How many of those will be dedicated? How 
many of those will be dual use? Which wilt be important to evalu- 
ate. 

Mr. Gross. I will tell you that. 

Mr. Shimkus. And also the total number of vehicles in the total 
fleet. We will applaud your move in that direction. 

Mr. Teall, Mr. Sperling mentions that the goal of EPACT was to 
develop alternative-fuel mfrastructure. I am curious as to the cur- 
rent state of the biodiesel infrastructure and what plants, capacity 
and a follow-up of what kind of orranizations are involved. I mean, 
what kind of corporations are th^r? Are they large like ADM or are 
they smaller in size? 

Mr. Tball. I would say probably AGP is the largest player in the 
biodiesel industry. And, John, you produced about 6 million gallons 
a year? That is your capacity? 

Mr. Campbell. Yes. The nature of our company is we are a farm- 
er-owned cooperative. We are involved primarily in the soybean 
business, and we view this as a value-added extension of the soy- 
bean farmers' investment. 

Ilie biodiesel, we are an infant industry. That is just it, pure and 
simple. It reminds me of what we went through in the 1970's with 
ethanol, a lot of interesting characters and new technologies, quote, 
unquote. We are immature, and we axe struggling. 

Mr. Teall. The vision for the future, bfisically, is you have got 
three different feed stocks that are used. You have got, first, used 
vegetable oils, Uke soybean oil; imimal tallows like we made for 
Kfuisas City for beef and chicken; and then used cooking oils. A 
large central processing with diverse resources like that really 
doesn't make sense. 

The vision is probably for many smaller plants throughout the 
United States serving a local community, providing jobs and reduc- 
ing transportation costs. Because the resources exist within those 
regions. However, you know 

Mr. Shimkus. Let me cut you oCT and let me follow-up. 

Mr. Sellers, you mentioned that it will be a lot easier to make 
this transition once the product goes up, am I correct, production 
of the product? 

Mr. Sellers. Yes. We have a limited source when we go shop- 
ping for fuel. 

Mr. Shibikus. I want to follow — ^Mr. Campbell, what is the effect 
if the DOE delays? We do not pass this legislation. DOE delays and 
doesn't promulgate a rule for another 3 years. What will be the ef- 
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feet of research, development, capital investment in this emerging 
market? 

Mr. Campbell. We cant continue to invest in this if we see — be- 
cause if we don't see the barriers being brolten at the Federal level, 
if DOE were to suddenly say, yes, we will give you everything that 
you want, it doesnt mean that we will sell one gallon oi fuel. That 
gives us a driver's license to go out and try to sell some fuel and 
to get some fleets going. So it is a necessary condition, but it is not 
sufficient. 

But if we were to just go the way we were going, again, eventu- 
ally, people are going to stop investing in the business. 

Mr. Shimkus. Thank you. And I appredato the panel, their con- 
sistoncy, their restraint. And, of course, I am hurrying to get out 
<^ here, and I would like to ac^oum the subcommittee. 

[Whereupon, at 12:13 p.m., the subcommittee was adjourned.] 
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